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CHAPTER I
INTRODUCT ION
The insecurity of the worker under our modern
economic organization is, in my opinion, the greatest prob-
lem of the world today. Old age, sickness, industrial acci-
dents, and unemployment all contribute to make the lot of
the great majority of people one of extreme hazard and inse-
curity. Of these threats to security, unemployment is the
biggest problem of all. Its effects are far-reaching. The
unemployed individual suffers physical hardship, loss of
courage, and loss of self-respect; in time he is likely to
become completely demoralized in spirit and to become one of
the unemployables rather than the unemployed. Not only does
the Individual suffer dire consequences from unemployment;
society as a whole reaps the toll in ruined and unhappy
lives, in weakened future generations, in large groups of
unemployables, in increased crime and lawlessness, and in
dissatisfaction with present social and economic organiza-
tion. Unemployment, with its effects on society as a whole,
can no longer be looked upon as a problem to be met solely
by the individual. The individual has little control over
the hazard of loss of employment today.
William S. Knudsen, president of General Motors
Corporation, announced a lay-off of 30,000 workers as of
Digitized by the Internet Archive
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January 1, 1938, as a result of the business recession.^ It
is evident from the fact that 30,000 workers can be laid off
at one time in one corporation that loss of employment is
not a problem which can be met by the individual.
No longer can unemployment be considered a tempo-
rary problem in any country. The experience of Great Brit-
ain and Germany since the World War, and of the United
States since the depression beginning in 1929, has indicated
that under our modern economic system there will always be a
large number of unemployed people . Here in the United
States, in the recent census of the unemployed, 7,822,912
people were registered as totally unemployed as of November
1, 1937. The test census, taken by m.eans of a house to
house canvass covering more than 1 1/2 per cent of the popu-
lation to appraise the correctness of the census. Indicated
that the figure should be nearer 11,000,000 able-bodied per-
sons unemployed and desiring work.®
Many methods of solving the problem of unemploy-
ment have been suggested. Among these are plans for pre-
venting unemployment and for curing its causes by the stabi-
lization of individual businesses, by the stabilization of
business as a whole, by planning production, by shortening
working hours, and by embarking upon public works projects.
Every means possible for preventing and reducing unemploy-
ment and for stabilizing employment should be used. It is
^Boston Globe, December 28, 1937, p.
^Boston Herald, January 2, 1938, p. 1.
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unlikely, however, that any method or combination of methods
will ever succeed in wiping out unemployment entirely. Au-
thorities agree that unemployment is inherent in our modern
competitive industrial system. The problem of unemployment,
therefore, is one which cannot be solved by preventive meth-
ods alone. The principal approach to the problem, as long
as unemployment cannot be eradicated, must be along the lines
of providing some form of security to the worker during peri-
ods of unemployment as a right, not as charity. Social in-
surance is one means of providing such security for periods
of unemployment. I have chosen unemployment insurance as
the subject matter of this study in the belief that it can
be and should be one of the major methods of attacking the
problem of unemployment here in the United States.
The purpose of this study is to determine whether
unemployment insurance has been successful in helping to
meet the unemployment problem in Great Britain and Germany,
and to analyze recent unemployment insurance legislation in
the United States in the light of British and German Experi-
ence .
The United States has been slow in adopting legis-
lation to meet the problem of unemployment. With the pas-
sage of the Social Security Act in 1935, a step toward pro-
viding security to workers against loss of employment has
been taken. This act does not provide a national
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unemployraent Insurance system. The purpose of certain sec-
tions of the act is to encourage the individual states to
pass unemployment insurance compensation laws. This the
states have done. In this study, it is proposed to compare
the unemployment insurance legislation of Great Britain,
Germany, and the United States, in order to determine wheth-
er our state legislation is headed in the right direction
and along what lines we may exrect development in unemploy-
ment insurance in this country in the future.
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CHAPTER II
UNEMPLOYMENT INSURANCE
IN GREAT BRITAIN
The Act of 1911
Although Germany was the pioneer in many branches
of social legislation, it was Great Britain that took the
first step in the field of national compulsory insurance leg-
islation, a step which has influenced greatly the develop-
ment of unemployment insurance legislation in other countries.
Great Britain’s first compulsory unemployment insurance leg-
islation was enacted in I9II as Part II of the National In-
surance Act. Not until 1927, with the passage of the Employ-
ment Exchanges and Unemployment Insurance Law, did Germany
follow in Great Britain's footsteps, and not until 1935 when
the Social Security Act was passed, did the United States
fall in line.
Prior to the passage of the Act of 1911, the able-
bodied unemployed in Great Britain were provided for through
local relief, granted under the Poor Laws, through trade
union unemployment benefits, and by private charitable organ-
izations. These methods of providing for the unemployed poor
were unsatisfactory. Poor relief often failed to distinguish
between the unemployed and the unemployable and was marked
by periods of laxity and periods of repression in its
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enforcement . It made paupers of recipients, disenfranchised
them, and tended to demoralize the able-bodied poor. Trade
union benefits were also inadequate for coping with the prob-
lem of the unemployed because trade imion membership included
such a small part of the working population, and union funds
were extremely limited. The activities of the trade unions
in this field were successful within their limited scope,
however, and helped to lay a foundation for a national unem-
ployment Insurance system even though the unions were gener-
ally opposed to a state system. Private charity, no matter
how carefully organized and administered, was and always
must be, the last resort of self-respecting workers, and can
never be classed as a desirable means of combatting destitu-
tion caused by unemployment.
The realization that the Poor Laws, the trade un-
ion benefits, and private charity were not satisfactory means
of attacking the problem of the unemployed brought about
Great Britain’s great experiment in national compulsory unem-
ployment insurance. Mary Barnet Gilson, in her book, "Unem-
ployment Insurance in Great Britain," states that the imme-
diate origin of Great Britain’s system came in I908 when
Winston Churchill, president of the Board of Trade, asked
Hubert Llewellyn Smith, Permanent Secretary of the Board of
Trade, and William Beveridge, a member of the Central -Unem-
ployed Body for London, to devise a system of oaring for the
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unemployed "without the taint of charity."^ This was a rec-
ognition of the feet that the worker should not be forced to
depend on charity because of employment conditions over which
he has very little control. An unemployment Insurance system
was therefore worked out by Smith and Beveridge in 1908-09.
Legislation to put the plan into effect was not Introduced in
Parliament until 1911, however, because it was felt that the
labor exchanges which were organized under the Labor Ex-
changes Act of 1909, should be fairly well established before
unemployment insurance was introduced.
The labor exchanges are an integral part of the
British unemployment insurance system, and thus it may be
well to consider them at this point. The Le.bor Exchanges Act
of 1909 provided for the organization of a network of labor
exchanges throughout the country, under the control of the
Board of Trade. In 1917, administration of the exchanges was
transferred to the Ministry of Labor. The objectives® of the
act were
:
1. To provide an efficient placement service
in order to decrease the waiting period
between Jobs.
2. To give to the unorganized classes of
labor the type of placement assistance
given to their members by the highly
organized trade unions.
^Gilson, Mary B.
,
Unemployment Insurance in Great Britain,
1931, P. 41.
®Hill, A. C. C., Jr., and Lubin, Isador, The British Attack
on Unemployment
,
1934, p. 31-
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3. To provide the government with statis-
tical information in order that the
extent of unemployment might be meas-
ured.
4. To provide a means of operating a com-
pulsory unemployment Insurance system.
5. To make provisions for dealing with
casual labor.
From the foregoing objectives, it may be seen
that the labor exchanges were originally designed for two
main purposes
—
placement and unemployment insurance adminis-
tration. Throughout Great Britain's series of unemployment
insurance measures, the labor exchanges have remained as
the agency through which benefits have been paid and rights
to benefits ascertained. Thus it was necessary that the
exchanges should have begun functioning before the unemploy-
ment insurance measure was introduced in Parliament.
The National Insurance Act was therefore passed
in 1911, to become effective in July, 1912, over two years
after the exchanges were organized. Part I of this act cov-
ered health insurance. Part II provided for national com-
pulsory unemployment insurance and also for the subsidizing
of voluntary unemployment insurance systems of trade unions
and other associations of workers which paid unemployment
benefits to members.
This first national compulsory unemployment insur-
ance system was com^pulsory for workers over sixteen years
of age in a limited number of trades. The trades included
i' ' -il
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were principally those in whioh the unemployment risk was
high and covered building, shipbuilding, iron-founding
,
me-
chanical engineering, sawmilling', machine woodworking, and
construction of railroads, docks, harbors, etc. The act
covered approximately 2,500,000 workers.^
The system provided a benefit of 7s. a week for
unemployed men and women after a waiting period of one week.
The benefit was payable for not more than fifteen weeks in
any twelve-month period. Moreover, the benefit was not to
exceed one week’s benefit to each five contributions.
In order to qualify for benefits, the insured
worker had to prove that he had been employed in an Insured
trade not less than twenty-six weeks in each of the pre-
ceding five years, that he was able to work but unable to
find suitable employment, that he had not exhausted his right
to benefit, and that he had made his application for bene-
fit in the prescribed form.
A worker was not required to accept a Job which
was vacant as a result of a trade dispute nor one in his dis-
trict in which the wages or conditions of work were less
favorable than he habitually obtained there, nor work in any
other district which offered less favorable wages or condi-
tions than those prevailing in that district. A worker who
voluntarily left his employment without "just cause," or was
discharged for misconduct was disqualified from benefit for
^Gilson, Mary B.
,
Unemployment Insurance in Great Britain
.
1931, P. 42.
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six weeks from date of leaving. A worker unemployed be-
cause of a trade dispute in his place of employment was dis-
qualified for the duration of the dispute.
The act provided for the appointment of insurance
officers, located at the labor exchanges, to determine in
each case whether the qualifications for benefit had been
met. Appeal from the decision of the insurance officer
might be made to the local courts of referees. The local
court of referees rendered its decision to the chief insur-
ance officer, and if the chief insurance officer disagreed
with the decision, the court of referees might request a
final decision from the Umpire. The Umpire was a central
authority appointed by the Crown and his decision was final.
Contributions to the unemployment insurance fund
came from employers, employees, and the government. This
tripartite contributory form of insurance has been retained
throughout Great Britain’s successive insurance measures.
Under the Act of 1911, the weekly contributions were; em-
ployers, 2 l/2d.
,
employees, 2 l/2d., and the state,
1 2/3d.'^
The act also provided a refund to the insured
worker at the age of sixty of the amount of his contribution
less the benefits received, with compound interest at 2 1/2
per cent, provided that contributions had been paid for at
least five hundred weeks. An employer was also allowed a
^Ibid.
,
p. 43
.
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refund of one-third of his contributions for each workman
he had employed steadily throughout the year.^
The Act of 1911 provided also for the subsidizing
of voluntary insurance schemes of trade unions and other
workers’ associations. These associations, provided they
met certain requirements, could pay benefits to members in-
sured under the state system and be reimbursed by the state
for the amounts that would be paid under the state scheme.
The state also reimbursed such associations one -sixth of any
unemployment benefits paid out, whether to insured or non-
insured workers.
The Act of 1916
The Act of 1916 was passed in order to make pro-
vision for the many workers in the munitions trade who
would become unemployed with the ending of the war. This
act extended the coverage of unemployment insurance to all
munitions workers and to the metals, chemicals, leather,
and rubber industries, raising the total number of insured
in 1916 to about 4,000,000.^
Operation up to 1920; the ”dole."
Unemployment insurance met little difficulty in
the period from I9II to 1920. During the war there was very
little unemployment and claims on the unemployment fund were
small, 'yhen the Act of 1920 was passed, a fund of
^Ibid.
,
p. 43.
8 Ibid., p. 44.
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£22,000,000 had been accumulated.^ The accumulation of this
fund by 1920 was In part made possible because the emergency
conditions following the signing of the armistice were not
permitted to undermine the fund, but were taken care of
through the "out-of-work donation." With the demobilization
of soldiers and the releasing of thousands of workers due to
the change from war to peace production, Great Britain was
faced with the problem of caring for these soldiers and ci-
vilians until such time as they could find work. The prob-
lem was met by the emergency out-of-work donation scheme.
Ex-service men and civilians unable to find work were al-
lowed out-of-work benefits. The benefits for men were 29s
•
a week and for women 25s. An allowance of 5s. for the first
8
child and 3s. for each additional child was also made. The
out-of-work donation was paid from the Exchequer, and was
not a part of the unemployment insurance system. The out-
of-work donation came to be known as the "dole," a term
which has sometimes been incorrectly applied to unemployment
insurance benefits. Unemployment insurance benefits are
based on contributions--the "dole" was an outright donation
by the state to meet emergency conditions. The out-of-work
donations were put into effect on November 25, 1918, and
were discontinued in November, 1919, for civilians, and in
March, 1921, for ex-service men. During the period when
^Hill, A. C. C., Jr., and Lubin, Isador, The British Attack
on Unemployment
. 193^, P* 2l4.
SGilson, Mary B.
,
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the out-of-work donation or "dole" was in operation few
claims were made on the unemployment insurance fund and thus
it was possible for the fund to have accumulated a surplus
of 1:22,000,000 by 1920.
Act of 1920
The National Industrial Conference held in the
year 1919 recommended that the compulsory unemployment insur-
ance system be extended to cover practically all workers six-
teen years and over. The Act of 1920 was therefore passed
and provided for the extension of the system to cover all
workers over sixteen years of age with the exception of those
employed in agriculture, private domestic service, in non-
manual labor paying a remuneration of more than 1250 a year,
and employment as a teacher under certain conditions. The
act also excepted employment by a public authority, a public
utility, a railroad, and any employment coming under a super-
annuation fund established by act of Parliament. The system
in 1920 was thus extended to cover about 11,000,000 workers.^
Benefits under the Act of 1911 were 7s. The Act of 1920
raised the benefits to 15s. for men, 12e. for women, end
half of these benefits for insured workers under eighteen
years of age. The waiting period was reduced to three days.
Benefits were payable for fifteen weeks in a year as under
the Act of 1911, but the ratio of benefits to contributions
was raised to one week for each six contributions, instead
^Ibid.
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of one to five. The statutory conditions governing quali-
fications for benefit remained the same, and the provision
for a refund at the age of sixty was retained.
The Act of 1920 permitted an industry to contract
out of the state system provided that the benefits were at
least as much as the state system. The state made no con-
tribution to such private systems, and only two industries,
commercial insurance and banking, took advantage of the
provision.
Acts of 1921, 1924, 1927
Shortly after the passage of the Act of 1920,
G-reat Britain was faced with a depression which threw out
of work thousands who had only recently been brought under
the unemployment Insurance system and consequently had not
been able to make the contributions required for eligibility
to benefits. The workers covered by the Act of I9II had
built up sufficient contributions to see them through long
periods of unemployment but these workers constituted less
than one -third of the insured. The government was faced
with the problem of turning over to poor relief those work-
ers who could not meet the requirements with respect to con-
tributions or of extending benefits without strict adherence
to the eligibility provisions. Great Britain chose to stand
by the principle that the unemployed able-bodied should not
be forced to turn to charity. The government, in March, 1921,
^
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therefore, passed an act extending sixteen additional weeks
of benefit in the period March 3 to November 2, 1921, and
sixteen additional weeks in the period November 3, 1921, to
July 2, 1922. These additional benefits were granted with-
out regard to the number of contributions made and the rule
limiting the number of weeks of benefit to one week for each
six contributions. In order to obtain this extended benefit,
the insured worker had to prove that he was normally employed
in an insured occupation, that he was "genuinely seeking
whole -time employment, but unable to obtain such employment,"
and that he had been employed in an insured occupation for
twenty weeks since December 1, 1919.^
The statutory benefits (those benefits payable in
accordance with number of contributions) were at this time
raised from fifteen weeks to twenty-six weeks and benefit
rates were increased from 15s. to 20s. for men and from 12s.
to l6s. for women.
The unemployment situation was so acute in 1921
that two further amending acts were passed. Six weeks more
of extended benefit within each of the two special periods
were permitted at the discretion of the Minister of Labor.
Weekly rates of benefit were reduced and rates of contribu-
tion increased. Benefits for dependents were introduced
for the first time in the third amending act, thus bringing
into the system the principle of need. The acts of 1921
^Ibid., p. 47.
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also permitted the Treasury to make loans to the unemploy-
ment fund, and the amount to be so loaned has been increased
steadily. Additional amendments prior to 1924 established
additional special periods and provided additional benefits
until a maximum of forty-four weeks of benefit in a fifty
week period was allowed.
The Act of 1924 established thirty contributions
in the two years preceding the benefit year as a condition
for benefit, but this was not put into effect because it
would have caused hardship to those who could not meet the
requirement. Transitional periods were set again and again
postponing the effect of the thirty contributions rule.
The Act of 1924 also required for the first time that recip-
ients of standard benefits (benefits based on contributions)
should prove that they were "genuinely seeking work but un-
able to obtain suitable employment." This "genuinely seek-
ing work" clause had first been applied in 1921 as a condi-
tion for receiving extended benefits (benefits not based on
contributions)
.
The right of industries to contract out of the
state system was suspended by the Act of 1924.
Throughout the period 1920-1927 most of the claims
on the unemployment fund came from extended, rather than
standard benefits, as most of the unemployed had never accu-
mulated the required number of contributions or had exhausted
their rights to standard benefits through long periods of
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uneraployment . Extended benefit was granted under the dis-
cretionary power of the Minister of Labor, but it came to be
considered a right, Just as standard benefit was a statutory
right. Thus during the period 1920-1927, abnormal condi-
tions existed, again and again amendments providing extended
benefits were passed, and the Act of 1920 which provided for
a definite relationship between contributions and benefits
was never actually tried out.
The Act of 1927
The question of extended benefits had been the
most pressing problem during the period 1920-1927, as evi-
denced by the series of amendments passed during that period
having to do with the extension of benefits beyond those al-
lowed under the Act of 1920. All through these years Great
Britain had been faced actually with the problem of whether
to pay relief out in the form of extended benefits or turn
over the great mass of the unemployed to poor relief. The
Trades Union Congress felt that benefits should be paid the
worker throughout his period of unemployment without any
relation to his contributions. The Confederation of Employ-
ers* Organizations, however, felt that unemployment insur-
ance should be on a limited liability basis with benefits
in a direct relationship to contributions. The Blanesburgh
Committee, composed of representatives of all groups, was
therefore appointed by the Minister of Labor in November,
r
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1925, to consider what changes should be made in the law in
the light of the experience of the unemployment insurance
system up to date. The recommendations of this committee
were in the main embodied in the Act of 1927
,
which went
into effect in April, 1928.
The Act of 1927 covered all the workers included
under the preceding acts, with the exception of workers
sixty-five years of age and over. This group was removed
from the unemployment insurance system because the contribu-
tory Pensions Act of 1925 covered this group and came into
effect in January, 1928.
The main feature of the Act of 1927 was the abolish-
ment of extended benefits. All benefits were standard and
payable as a right, the Minister of Labor having no discre-
tionary power over their payment. The benefits were pajrable
practically without limit of time, as the one -in-six rule
setting the relation between benefits and contributions, was
abolished. As a matter of fact, it had already ceased to
function under the extended benefits system. Eligibility
for benefits under this act was dependent upon the payment
of at least thirty contributions during the two years pre-
ceding the claim for benefits. Here again the law had to
make allowance for the large numbers who would be excluded
from benefit by this provision through having had a long
siege of unemployment. A transitional period was thus
‘ y
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allowed for this group. This group was allowed during the
transitional period to substitute for the thirty payments
within the preceding two years, proof of eight contribu-
tions in the preceding two years or thirty contributions
during any period, proof that they normally worked in in-
sured occupations, and that they had worked in an insurable
occupation to an extent that was reasonable within the pre-
ceding two years. The transitional period during which
these qualifications for eligibility were to be permitted
originally ended in April, 1929, but were later extended to
April, 1930
,
and again to April, 1931.^
The "genuinely seeking work" provision was re-
tained in this legislation, but a change was made with re-
spect to work in the insured’s regular occupation. The act
provided that after a reasonable length of time, the insured
was required to accept work in occupations out of his regular
line of employment. The right of industries to contract out,
which had been suspended in 1921, was abolished at this time.
Another change was made in the matter of the trade
dispute disqualification. The Act of 1927 provided that
persons not directly Interested in or participating in a
trade dispute and who did not belong in the class of worker
directly Interested in the dispute should not be disquali-
fied from benefits because of a trade dispute at his place
of employment
.
^Ibid., p. 53 .
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The Act of 1927 made a slight departure from the
flat rate idea on which the unemployment insurance up to
this time had been based. Classes of insured persons were
created, not on the basis of earnings, but on the basis of
age groupings, and both benefits and contributions were
determined by these groupings. These groupings were intro-
duced partly because of the fear of malingering on the part
of young people whose benefits had approached their wages
too closely.
The weekly rates of benefit established by the Act
of 1927 were as follows:^
Men, 21 to 65 years 17s.
Women, 21 to 65 years 15s.
Young men, 20 years l4s.
Young women, 20 years 123.
Young men, 19 years 12s.
Young women, 19 years 10s.
Young men, I8 years 10s.
Young women, I8 years 8s.
Boys, 16 to 17 years 6s.
Girls, 16 to 17 years 5s.
Additional benefits of 7s. for an adult dependent and 23.
for each dependent child were payable.
Rates of contribution according to age groupings
were established by the act as follows: s
Employed Persons Employers Employees Exchequer
Men, 21 to 65 years 8d.
Women, 21 to 65 years 7d.
Young men, 18, 19, 20 7d.
Young women, 18, 19, 20 6d.
Boys, 16 and 17 4d.
Girls, 16 and 17 3 l/2d.
7d.
6d
.
6d.
5d.
3 l/2d.
3d.
6d.
4 l/2d.
5 l/4d.
3 3/4d.
3d.
2 l/4d.
^Ibid., p. 55 .
®Ibid., p. 56 .
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In 1929, the contribution of the Exchequer was
increased to one-half the combined contribution of employer
and employee.
The Act of 1930
The qualification that the insured worker must
prove that he was genuinely seeking work and unable to find
employment was a matter that caused considerable contention,
particularly on the -part of t he workers. 'AHiat constituted
proof of genuinely seeking work was a matter which could not
be very clearly defined. A committee was therefore appointed
by Margaret Bondfield, Minister of Labor, in 1929 to make a
study of the procedure and proof that had been required in
1
the past. The findings of this committee led to the inclu-
sion in the Act of 1930 of a provision transferring the bur-
den of this clause to the insurance officers. Instead of
the worker proving he was genuinely seeking work, the act
placed upon the insurance officers the responsibility for
proving that the insured was not genuinely seeking work in
order to disqualify him from benefits. The insurance offi-
cers had to prove that the claimant had been notified of a
suitable vacancy and had refused to take it, or that he had
not carried out written instructions of insurance officers
given to help him in his search for employment. The dis-
qualification for this cause was limited in this act, as
in former acts, to six weeks.
^Ibid.
, p. 57.
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Another change brought about by this act applied
to insured workers who could not meet the requirement of
thirty contributions in the preceding two years and came
under the transitional benefits. These workers had been
required to prove that they had been in insured employment
for a reasonable period of time in the preceding two years.
This clause was abolished, and at the same time the transi-
tional period for these benefits was extended until April,
1931. The act, however, provided that the funds to finance
the extension of these transitional benefits were to come
from the Exchequer, not from the unemployment insurance fund.
It was expected that this would relieve the unemployment
insurance fund of claims to benefit amounting to about
1
1.10,500,000 for the year. The transferring of the burden
of the transitional benefits to the Exchequer was a very
important feature of the Act of 1930 because it was the first
step toward establishing the unemployment insurance fund on
an actuarially sound basis, such a basis as was intended
originally when the first insurance act was passed in I9II.
Such a system must of necessity provide for a definite ratio
between contributions and benefits if it is to have a sol-
vent fund.
The Act of 1930 also increased rates of benefit
for young men and women, aged seventeen to nineteen, increased
the allowance for adult dependents, and Included in the
^Gilson, Mary B., Unemployment Insurance in Great Britain
.
1931, P. 60.
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unemployment insurance system boys and girls fifteen years
of age
.
Twice during 1930 the amount that the unemploy-
ment insurance fund could borrow from the Treasury was in-
creased, until in late 1930, the amount that could be bor-
rowsd was £i70 , 000 , 000 .
^
Unemployment Insurance in 1931
The world-wide depression continued in 1931 to
strain the resources of Great Britain’s unemployment insur-
ance system. By the end of 1931 the unemployment insurance
fund was in debt to the Treasury illO ,000 ,000
,
and the
finances of the British Treasury were in a critical condi-
8
tion. A committee was appointed to study the situation.
The Royal Commission on Unemployment Insurance was appointed
in December, 1930, to investigate the working of the unem-
ployment insurance system with the objectives of placing it
on a solvent basis and of providing methods of caring outside
of the system for the unemployed who could not qualify for
benefits under a self-supporting, aotuarially sound system.
Several acts were passed during 1931 based on
recommendations contained in the first report of this commis-
sion. The first act gave the Minister of Labor power to ex-
clude from benefits classes of persons who were eligible for
benefit only because of gaps in legislation. Among those
^Ibid.
,
p. 60.
^Hill, A. C. C., Jr., and Lubin, Isador, The British Attack
on Unemployment
.
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affected by this act were some part-time workers and women
who claimed benefits after marriage even though they actu-
ally did not intend to work after marriage.
Later, in September, 1931. tbe Minister of Labor
was given practically blanket powers to issue orders having
to do with unemployment insurance and relief. Under these
powers, the Minister of Labor Immediately raised the rates
of contributions approximately one -third and lowered the
rates of benefits about 10 per cent.
Later orders provided that unemployment benefits,
beginning on November 12, 1931, were to be paid only to those
who fulfilled the qualification requiring thirty contribu-
tions within the two years preceding the claim, and limited
benefits to 156 days in a benefit year. Ten additional con-
tributions were required after exhaustion of the 156 days of
benefit before benefit was again payable.
The orders also provided that further aid, after
the exhaustion of the above standard benefits, would be given
only upon certification by the Poor Law authorities that the
claimant was in need. This was a decidedly new development
as the "means test" had never been applied to claimants for
benefits under the unemployment insurance system previously.
These payments were called "transitional" payments and were
paid through the unemployment insurance fund, the fund, how-
ever, being reimbursed by the Treasury. The benefits
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combined the features of poor relief and unemployment insur-
ance, as the claimant had to prove that he was in need, as
under poor relief, and at the same time had to meet all the
requirements for unemployment insurance benefits except the
one relating to contributions. These transitional benefits
were not poor relief, though they were very closely related
to it. The funds for the payments came from the Treasury
though payments were made through the employment exchanges
in the same manner as standard benefits.
These new transitional payments played a very
important part in the program for relief of unemployment.
Beginning in May, 1933 » the transitional benefits paid out
were greater than the standard benefits paid. During the
year ending March 31 » 193'^» transitional payments amounted
to t52,250,000 while insurance benefits were only
iA4,053,000. ^ The introduction of the "needs test" and the
segregation of these transitional payments from the stand-
ard insurance benefits was a turning point in the history of
Great Brits in’s unemployment insurance system. Experience
had shown that the system could not be maintained on a self-
supporting basis so long as it was burdened with the relief
of chronic and long-term unemployment.
The Unemployment Insurance Act of 193^
An Unemployment Insurance Aot was passed by Parlia
ment on September 1, 193'^* The main purpose of this act was
^Ibid., p. 206.
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to consolidate in one act all of the amendments that had
been made to the original act, and to establish the unem-
ployment insurance system on a self-supporting basis. The
act provided for the repeal of the borrowing powers of the
unemployment insurance fund and for the liquidation of its
debt at the rate of £.5,000,000 a year.^
The scope and provisions of the Act of 1934 are
the same as those of the Act of 1927, as am.ended by the
orders of 1931.
To suram.arize, therefore, under Great Britain’s
present unemploym.ent insurance system, by the Act of 1934,
insured workers are eligible for benefits if thirty weeks of
contributions have been paid by them in the preceding two
years, after a waiting period of six days. The six days in
the waiting period do not have to be consecutive days, nor
does the worker have a six-day waiting period before each
claim for benefit. Three days of unemployment within six
consecutive working days are regarded as three consecutive
days of unemployment, even though the worker may have been
employed every other day, and two of these three-day periods
within a ten week period constitutes fulfillment of the six-
day waiting period requirement.
Voluntary quitting of a Job, and loss of employ-
ment through misconduct increase the waiting period to six
weeks. Benefits are not paid to workers losing their
^Ibid., p. 220.
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employment through trade disputes, except in those cases
where the worker is not directly interested in or assisting
in financing the dispute, and is not a member of the class
of employees directly affected by the dispute.
Benefits under the Act of 193*^
>
as under the orders
issued in 1931, are lim.ited to 156 days, or twenty-six weeks.
A qualification is introduced in this clause in the new act,
however, which permits more than the twenty-six weeks bene-
fit in cases where the worker has been insured for at least
five years. Additional benefit is given under such circum-
stances in the ratio of three additional days of benefit for
every five contributions in the past five years, less a
deduction of one day of benefit for every five days of bene-
fit received during the period.
Under the Act of 193^ the employer, the employee,
and the state each contribute one-third of the total paid
into the fund. The following table gives the contributions
under the Act of 193^.^
Male
,
age 21 to 64
Male, age l8 to 20
Male
,
age l6 to 17
Female
,
age 21 to 64
Female
,
age 18 to 20
Female, age l6 to 17
Each Party Total
10. Od. 30. Od.
9.0d. 27. Od.
5.0d. 15. Od.
9.0d. 27. Od.
8.0d. 24. Od.
4.5d. 13. 5d.
^Ibid., p. 156.
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The scale of weekly benefits is shown in the fol-
lowing table
Amount -Males Amount -Females
Age, 21 to 64 17s. 15s.
Age
,
18 to 20 l4s
.
12s.
Age, 17 9s 7s. 6d.
Age, 16 and 17 6s 5s.
Allowance for adult dependent 9s.
Allowance for each dependent child 2s.
The amount of these benefits in American money in
193^ is shown in the following table
Men, 21 to 65 |4.42
Women, 21 to 65 3.90
Young men, I8 to 21 3.64
Young women, I8 to 21 3.12
Boys, 17 to 18 2.34
Girls, 17 to 18 1.94
Boys, 16 to 17 1.56
Girls, 16 to 17 1.30
Allowance for dependent adult 2.34
Allowance for each dependent child 0.52
Thus, according to Robert G. Elbert, a married man
3
with two children receives in benefits about ^7.80 a week.
This does not seem a very large amount to Americans, but the
cost of living is lower in Great Britain than it is here.
Moreover, Great Britain’s unemployment insurance sj'-stem is
not predicated upon the principle of maintaining the accus-
tomed standard of living of the worker, but of providing him
with rates at a subsistence level. This is one of the reasons
^Ibid., p. 170.
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Unemnloyment and Relief, 1934, p. 66.
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why the system is one based on the "flat rate" idea, rather
than one basing the contributions and benefits on the earn-
ings of the worker.
The Act of 193'^, in order to secure the maintenance
of a sound unemployment insurance fund, provided for the
appointment of an Unemployment Insurance Statutory Committee.
This committee, appointed by the Minister of Labor, is given
the responsibility of keeping the fund solvent, reporting on
its finances at the end of each year, and making recommenda-
tions respecting it. The committee is to consider the fi-
nances of the fund, not as they apply to a single year, but
over a period of years, preferably over a trade cycle. The
committee thus is responsible for determining in advance the
amount of unemployment to be expected over a period of years,
and making recomm.endations with respect to contributions and
benefits, so that surpluses may be accumulated in good years
to take care of claims against the fund in years of depres-
sion, and thus maintain a solvent unemployment insurance
fund
.
Thus, in the legislation of 193^, Great Britain
placed her unemployment insurance system on a sound basis,
limiting definitely the liability of the insurance fund to
the payment of benefits to contributors only. This reestab-
lished the contributory, limited liability principle on
which the first insurance act of 1911 was based, and from
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which Great Britain wandered far afield in the intervening
years in her desperate attempt to care for her able-bodied
unemployed during years of abnormal unemployment.
Unemployment Assistance. 1934
As we have seen above, the Unemployment Insurance
Act of 193^ applies only to those unemployed who can qualify
for benefits under the contributory plan, A self-supporting
contributory insurance plan can not take care of all of the
unemployed and remain solvent. During the period 1920-1931,
the state had attempted to take care of all of the unem-
ployed through the insurance system by "uncovenanted,"
"extended," and "transitional" benefits for those who could
not meet the qualifications for standard benefits. Thus
during this period, the insurance system actually became a
means of doling out relief payments on a large scale as a
right. In 1931 through orders issued by the Minister of
Labor under powers granted by Parliament, these transitional
benefits were definitely removed from the insurance system.
By 193^, when the new insurance act was passed, it was rec-
ognized that a permanent method of oaring for chronic and
long-term unemployment must be provided in order to prevent
this burden from falling on the unemployment insurance sys-
tem in the future. In other words, unemployment insurance
is not intended to provide for more than short-term unem-
ployment, and a separate plan is necessary to care for
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ohronic and long-term unemployment. This is particularly
true because it is today recognized that with changing
economic conditions there will always be a large number of
able-bodied unemployed who for one reason or another will
not be able to qualify for insurance benefits.
In 193'^, therefore, Great Britain passed an Unem-
ployment Assistance Act which established a means of pro-
viding relief to all able-bodied unemployed. This system is
entirely separate from the unemployment insurance system.
It is a non-contributory plan covering all able-bodied unem-
ployed between the ages of 16 and 65 who can show that they
normally have an occupation. "it even includes those who
‘but for the industrial circumstances of the district* in
which they reside ‘might reasonably have been expected’ to
have a normal occupation."^
Under this plan unemployment allowances are to be
granted to any worker in need provided that he is registered
for employment. The determination of need ard the adminis-
tration of the details may be placed in either the officers
appointed by the central board created under the act, offi-
cers of the Ministry of Labor, or the local public assist-
ance authorities.
The Unemployment Assistance Board, a central
authority created under the act, is to take over from the
local relief authorities the administration of all relief
^Hill, A. C. C., Jr., and Lubin, Isador, The British Attack
on Unemployment
, 193^ » P» 208.
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to able-bodied unemployed persons. The board, in addition
to issuing allowances to the unemployed, is authorized to
provide for the rehabilitation of the unemployed so that they
are fit to return to regular employment.
With this measure, Great Britain has set up a non-
contributory, national relief organization to care for the
unemployed who are not eligible for unemployment insurance
benefits. It is a public relief system on a large scale,
supported almost entirely--approximately 95 per cent accord-
1
ing to one 8uthority--by the National Treasury. A very
small part of the cost is borne by the counties and bor-
oughs .
The passage of this act should definitely safe-
guard the solvency of the unemployment insurance fund. It
is the result of Great Britain’s experience with unemploy-
ment insurance --experience which has shown that insurance
and relief cannot be mixed.
Extension of Insurance to Agricultural Labor
In 1935, Great Britain took another step forward
in her unemployment insurance system through the passage of
the Unemployment Insurance Bill extending coverage of insur-
ance to employees in agriculture, horticulture, and forestry.
This bill was the outcome of recommendations made by the
Unemployment Insurance Statutory Committee. Inclusion of
agricultural workers within the insurance system was felt
^Ibid., p. 209.
/f aclSitba ni V^Tjaod arf?^ .eooQ'r^
^-.
R
..;
'^'
'
**%ip*' .y*-
.\ **j;C>^ borz l^iociSus 61 erf;f o^ 8»0EL6iiidXI<rwaflli^f *^o^iv\
^arfi OR bdxoLqm&rtv noll^a^lXlcfBfifJit iiiW'^'Sdl: dbj^o^q -
^
"
** '*’**‘' 4
*
« ;>n®!HtoIqin® •i^iXuss^l attip
o^/
_-^
J»
,;
,^'
-
*-«on B <iu'‘»»a SBfl nJsJ’i'iH ^s•'IO .Biueaem alffl rll,?W®’f
V' -if'/-'
-
j''
'•'fy' '.
•xo^ 9*1 ao o^ noliA.tXrt6ai*tc v
0 r.‘
90ffs*iuftnl ^n9Br>foXqBi©no lol sXdJfcnlX© ion en« crfr td^oXqjn^fttr f
,
0Xao8 ©a^BX j©%o ifeiaxe Lallan ilXdwq ©. al il .Riltanatf'^’
*SC.--'jj'^
'.j^ . . VJ-
5s -i«o£oR 'in^a naq YX^,^-*sXxc'KTqa--YXonlifi0 ilWXa^ Jbsiicqqua :4
'
-
"x a ‘If ^
-Ji^’j.- --
^'X«v’* 4 'v:'ti/8iienT XanoliJj;! arfi \:d--xilnoriiuR enb oi gnl
W.'-" '•'lab boa aaiimioo^srii ©n'locf'Rl Jaco '©diiilo ^a®«*9
w ,, ' i.' ' ^ -1 ' ’' ( , - a« _ t'l."
> 1
.
•)•' '
‘
^ . . - . at .. .5
-1
-?tv.p a
^
-
1' ’jiVfc
'
.ed^tro
—
-elBs '^jojinllaX> bXj/cria io© Bins la as^v'iaaaq-xafiT
-'^MWGb‘“*>,.., .
jf, «%( a* a '.a '^ ‘c ..'iilil ybnjfl ©ona^xiftanl inoo^cXqjtJonv arii ic^^onftvXoe ©rii
^-^oXq»6ny rfilw aoaal^xscrxa 8 nlaiine lo iloasn ©rfi si
©oitiini/enl iJSffi nworts sarf rioXri^r 9orsn©qxo--eanstiiEal irram ^
.5" I
.
.
“ «
j|^.clBJ laWaWyi - e
|
y , .b^xtm »d Siihnpso l^ilXsn bn«
-
r.“iv
ftnawnol q^ie tBriSohB liocS nl'atl'ia isstO
i * V
y' lo ori^i^'riSionrii .flreieys sons'iuaal inaiDtcoXqaiaiii; i9ri nl
•ntfsnl Ir a^anevoo jjnijbnatfxa 11*8 eorfn^/anl insaixoXqaia/xt’ drii
bra
,
©nLTlXwolined
,
•nui’l^oinajs nl esaraiqua oi
adi ^d Qbiia srtcliabrtainaiooon lo amcoiuo orfi aatv XXld eidT
.
a ^
Ic ncleuloni .saiilamctj,* ^ciuisiE aonR^xjaxiI ir.eciYOlqfcaflO^i
&,iX8l aaw loeisys aonflTnt'enJt >di nldilw* an©::now Xani/iXtiolna^
’5*rT'
COfi .Cljt.>itWl
-33 -
to be necessary in order to encourage employment in agricul-
ture . Workers had tended to withdraw from such employment
in order to obtain the security provided in the insured occu
pations
.
In this bill, Great Britain departed somewhat from
her adherence to the principle of one straight pooled fund.
Up to this time, no provisions had been incorporated in any
of the insurance acts segregating the funds of any one Indus
try. In the agricultural insurance act, however, provision
is made for a separate agricultural account in the unemploy-
ment insurance fund. Contributions of agricultural workers
are maintained in this separate account, and benefits paid
to them solely out of this segregated fund. The Unemploy-
ment Insurance Statutory Committee must make a separate
report on the status of the finances of this fund.
The agricultural insurance system covers workers
in agriculture, horticulture, and forestry. It does not,
however, include within its coverage employment for near
relatives, nor employment in casual harvesting work when the
employee is not normally in an insurable employment. The
act also excludes employment as a private gardener, but this
occupation was later brought under the provisions of the act
as of February 1, 1937.^
Rates of contributions to the agricultural fund
are lower than rates applying to workers who come under the
^Ministry of Labor Gazette, November, 1937, P* ^34.
^ .^. ,„ _
^'^| -4
.
'
“’^.s '-3 o -'-r
5: -Ixjtfi'XSA nl’ ^n9ffnt©Iqm« ea«'fu©on® oJ;; »ieJt>no at. ©d o^^ *,
O '?' ' r
'
-^-M.-^-' ; :fit •‘’^".i" V-W ^ inSEVOlams rfous botcI w^'xftri^tif 6d:^t>9l>n&cfa bad ttipstioV . ' ' <
s-
-Looo i)©*it/8nt ed^ nt bebtvo*fq ^^lioose eri^t ntAWc^oJ^ ^0^>•lo*f^t r
'
^ H & '
Ibh '
»
r.-*;
.anol^aqs
’ ^ ^ - ^.1?
BO^l^^edweBoa bei'iaq^b dlaitia iAe'xO .Ilid^airi^ rrl ' ^ '
«* -
--
‘\f)nyT belooq ^data'i^e aoc lot dXqionitct' ©ri^ftO^ ©Oft0*xed baffled
-
^
V 1 ' -Of ^ "* '.
\tna ril baXa'ioq^Jcoonji noecf barf »noi8;vr*r3 aXdi cX* qU
IT
•'
^Bubal 9{io -^an Ic oboi/l^ »ioa a*jrTa»iL'8 iTt etis lo
w '* fc«'* -'« -' >-' ^
'.T ^cleivc'rq j-xavowcd ' ,^ob Jiiyanl IjB«itrJIi/otT?5d‘ ©di /il
-^olqiiatti/ 9di^n£* ^kifOCOB XB*JU^XwoX*xsi« eian^qsavB lol abam^ai
’'
1^ *
f .
tt*X03jaow XB'U/J'ii/olTjB lo erroi4udX*i^‘rioO .fcnul ©ofts'icenl iuBiti ^ \
blMfi SiJttaned £>na tJTiuoooft aXcfd ni benXjs^frrXfir 9*sa
•bout fteX*50'xi&»8 BlilS lo dii^^ tXaloe toati^ cd
®^#5a.«iq»B^B ajJauT iau® 00^dt!raEo3 yno^oia-td 0onsiuenl '5dnea
5*
_
D : *W\
.JbAJLfl fltdit lo ueofiafsXt «rii lo auXa^a sfld" no ^'icxya'i
c'lea^'icur anavc o iTia^axa o©foe*tu8rt la'tihtXuoX^a ariT
^
,
^en aecb &l
.
x'X^aa'^C'l • bos
,
', oTdJ’Xoc Xrt||lro i
^
IPSO rrol dn©rex‘5XqiB» 8':^4^avoo «jt rrXrtXtw ebl/Xodl ,'t 0^«ori
^ i lii
sdX nedw i'row aat^aavaori Xaoaao ni .aovtdBlea *v»;r
3 ° v - B.
*
'JjV*
odT" . itaetrrx®
e
CdenujanZ na ni X"C*C®®'50fl J’on b 1 eaxoXqisa i-
,-• =?
Bids Xud .tceoebisa* aXsviTi a ea eafct/XoK© obXb ioa ,
.
4i;;to£ sriX Ic aooleiYC'xq add iBbau idsoc^xd ledaX bbb nol^BCiuooo
X
jr
* f ^ 1,1— I ail iiiMiii .YC^X ,X x'SJai/'jdal lo bb v
bowl lA'BU.tlwoiTaa BOX'- o;f BcirytJudIz lo , 8 •; ^ <i^
.
.'
*••' aOX ‘labOL.' easco oriw eiadacw voX aniyXcfqB aaxs*t nariX ia‘*oI eos *^1
j sj, - ' ' o" ’fe '*'' _j'. ‘JE^ ••
arx^j.:
-34 -
provislons of the general insurance scheme, tlie rate of
contribution for both employee and employer in the case of
an adult man is only 4 l/2d.
,
whereas the Act of 1934 estab
lished a rate of lOd. for men between the ages of twenty-
one and sixty-five in the regularly insured occupations.
Benefits are likewise lower than those payable to workers
in other occupations. The agricultural worker--adult male-
receives benefits of l4s. a week, workers in other age and
sex classifications receiving correspondingly lower bene-
fits. Benefits of 73. a week for an adult dependent, 3s. a
week for the first dependent child, and 2s. 6d. for other
1
dependent children, are allowed.
Statutory conditions governing qualification for
benefit are different from those under the general insur-
ance system. Payment of twenty contributions within two
years entitles the agricultural worker to benefits, while
workers in occupations covered by the general insurance sys
tern are required to show thirty contributions within two
years
.
A worker insured under the agricultural insurance
system is entitled to twelve days of benefit for the first
ten contributions to his credit at the beginning of a bene-
fit year, and to three further days of benefit for every
additional contribution, with a maximum of three hundred
benefit days in a year possible. Contributions against
^Ministry of Labor G-azette, January, 193^, P* 8.
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which benefits have been paid under the foregoing benefit
duration rules may not be used a second time in determining
benefit duration.
The bill also introduces an innovation in per-
mitting a pa.rtial refund of contributions of both employer
and employee in cases of yearly and half-yearly hirings. In
effect this amounts to a reduction of rates in cases of a
guarantee of emnloyment for a certain length of time. The
refund, 25 per cent in the case of yearly hiring and 12 1/2
per cent in the case of half-yearly hiring, is given upon
1
expiration of the year or half-year period.
The agricultural Insurance fund has been operating
successfully since its inception.
Summary and Conclusions on Great Britain’s
Unemployment Insurance System
The history of Great Britain’s unemployment insur-
ance system has been one of constant change and amendment to
meet the emergency of abnormal employment conditions. The
original act passed in 1911 was based on the principle of
providing an actuarially sound insurance system, with bene-
fits definitely related to contributions and duration of
benefits limited to a period which would not endanger the
solvency of the fund. The rates of benefit and contribution
were calculated on an unemployment rate of 8.6 per cent, and
the fund was to be self-balancing over the period of a
^Ibid., p. 8.
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1
business cycle. Under this act, benefits were limited to
fifteen weeks in a year and could not exceed one week’s
benefit to each five contributions. The act definitely pro-
tected the solvency of the fund through providing these
strictly limited benefits designed to care for short periods
of unemployment, and consequently the fund operated success-
fully up until 1920. The success of the system up to 1920
was also due to the low rate of unemployment during the war
and post-war years, and to the payment of the "dole" out of
the Exchequer to war workers and veterans. The "dole" was
larger in amount than unemployment insurance benefits and
relieved the unemployment insurance fund of payment of bene-
fits to some who might have been eligible for benefits. The
unemployment insurance fund throughout the period I9II to
1920 operated with a surplus, the surplus in November, 1920,
amounting to nearly t22,000,000. Because of the success of
the system up to 1920, it was felt that coverage could be
extended to Include most of the workers of G-reat Britain.
The Act of 1920 was passed extending the coverage to over
11,000,000 workers. This included the great majority of
workers over sixteen years of age with the exception of those
employed in agriculture, dom.estic service, and non-manual
labor at a remuneration of more than t250 a year. Contribu-
tions were increased under this act, but they were not in-
creased enough to cover the higher benefits payable under
^Hill, A. C. C., Jr., and Lubin, Isador, The British Attack
on Unemployment
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the act. The waiting period was reduced from six to three
days
.
The Act of 1920
,
however, maintained the under-
lying principles of the Act of I9II in providing benefits in
relation to contributions for a limited period of time. It
was passed, however, at an unfortunate time, for beginning
in 1921
,
Great Britain entered upon a period of abnormal
depression and unemployment. Coverage by the insurance sys-
tem had been extended to 11,000,000 people, most of whom had
had no opportunity to build up the necessary contributions
to be eligible for insurance benefits. In order to take
care of the many unemployed who could not meet the require-
ments with respect to contributions, "extended benefits"
were provided in amending acts in the years 1920 to 1927.
These "extended benefits" were paid to insured individuals
who had not been insured long enough to meet the regulations
with respect to contributions or who had exhausted their
right to standard benefits. Additional weeks of extended
benefits were granted all through this period. The unem-
ployment insurance fund, based on actuarial principles, was
not, nor could it be, prepared to meet the drain of paying
benefits for unlimited periods of time to those who had
exhausted their right to benefits or who had never fulfilled
the contribution requirements for eligibility to benefits.
Great Britain, was, however, faced with emergency conditions.
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and used the insurance system as a means of meeting the
emergency. The fund, under these circumstances, could not
remain solvent, and had to resort to borrowings from the
Treasury in order to continue paying benefits. The surplus
of £22,000,000 which the insurance fund had in 1920 was
exhausted almost immediately and by 1923 the fund had an
Indebtedness of over £15,000,000.^ Conditions improved in
the year ending July, 1924, and the debt was reduced to
£6,680,000. Benefits for dependents were introduced dur-
ing this period, bringing into the unemployment insurance
system the principle of need for the first time. Just as
the fund was beginning to show signs of being able to meet
the situation, new amendments were passed in 1924 increasing
the benefit rates and reducing contributions. The fund was
forced to borrow in still larger amounts, and in March, 1927,
the indebtedness of the fund stood at £24,710,000.®
Throughout the period 1921-1927, the payment of
extended benefits, combined with increases in benefit rates
and the introduction of benefits for dependents, made the
maintenance of a solvent fund impossible. That the fund was
not able to remain solvent, is, however, no criticism of the
principle of unemployment insurance, for the fund was not
intended to care for the unemployed for unlimited periods of
time. Under the extended benefits, it was possible for an
individual to receive benefits for as many as forty-four
^Ibid., p. 215.
8lbid., p. 215.
®Ibid., p. 215.
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weeks out of fifty.
An attempt was made in the Act of 1927 to get back
to a sound basis for eligibility to benefits. The aot abol-
ished extended benefits and provided that all benefits were
standard benefits and were payable to those who had paid at
least thirty contributions within the two preceding years.
Even in this act, however, extended benefits were actually
not abolished, but were given the name of "transitional bene-
fits." It was recognized that the thirty contribution rule
would work extreme hardship on those who could not meet the
requirement, and thus "transitional benefits" were granted
to those who could show eight contributions within the pre-
ceding two years, or who could show thirty contributions
within any period. These "transitional benefits" were actu-
ally simply a continuation of the "extended benefits" under
a different name. Originally, the "transitional benefits"
were permitted only until April, 1929, but later they were
extended until 1931 • By the Act of 1927, benefits and con-
tributions were based on age groupings, a departure from
Great Britain’s hitherto strictly flat rate principle.
At the end of March, 1930
,
the indebtedness of the
fund had amounted to -£38
,
950
,
000 .^ With the depression begin-
ning in 1930, the strain on the fund continually increased
and by the end of 1931
,
the debt to the Treasury was
£110,000,000, even though in 1930, the payment of transitional
^Ibld., p. 219.
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benefita was assumed by the Treasury.^ The assumption of
the cost of the transitional benefits by the Treasury did not
enable the fund to meet the depression j'^ears of 1930-1931 be-
cause the number of unemployed was so great and also because
the fund had not, during the previous years when it had borne
the full cost of extended benefits, been able to accumulate
a surplus to care for emergency conditions.
At the end of 1931, following a budgetary crisis
which developed from the drain on the Treasury of contribu-
tions to the unemployment insurance fund, payments to the
fund for transitional benefits, and loans to the fund, Great
Britain again revised the insurance system to meet the situ-
ation. Benefits were cut down, contributions were raised,
persons eligible to benefits only through gaps in legisla-
tion were excluded from benefits. Standard benefits were
limited to twenty-six weeks in a year, and a "means test"
was introduced for the receipt of transitional benefits.
The cost of transitional benefits continued to be borne by
the Treasury, as in 1930, though they were at all times paid
through the unemployment insurance system. These provisions
enabled the unemployment insurance fund to become currently
self-balancing, and no further borrowings from the Treasury
were made.
The fund was no longer drained by the payment of
the extended and transitional benefits which had kept it in
^Ibld., p. 219.
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a constant state of insolvency since 1920. The assumption
of the cost of the transitional benefits by the Treasury
transferred the burden of chronic and long-term unemployment
to the Treasury. During 1933 and 193^ the transitional bene-
fits amounted to more than the standard benefits, and the
improvement in the insurance fund was made possible through
this recognition that the insurance system could not be ex-
pected to assume the burden of long-term unemployment.
The Act of 193^ consolidated all of the amendments
to the original act and established the unemployment insur-
ance system in Great Britain on a solvent and self-supporting
basis. Benefits are payable to those who have paid contri-
butions for thirty weeks within the preceding two years.
Benefits are limited to twenty-six weeks in a year, except
where a worker has been insured at least five years. The
act provided for the repayment of the Indebtedness to the
Treasury at the rate of i5, 000, 000 a year, and repealed the
borrowing powers of the fund. An Unemployment Insurance
Statutory Committee is entrusted with the responsibility of
maintaining the fund in a self-balancing condition over the
period of a business cycle.
Relief of chronic and long-term unemployment has
been entirely segregated from the insurance system, and has
been entirely assumed by the National Treasury through the
passage of the Unemployment Assistance Act of 193^. This
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act provided for a system of non-contributory unemployment
allowances payable to all able-bodied unemployed in need who
are not eligible for unemployment insurance benefits. The
provision of these unemployment allowances outside of the
insurance system safeguards the Insurance fund from the dan-
ger of a repetition of the experience of 1920 to 1931.
With the passage of the Unemployment Insurance and
the Unemployment Assistance Acts in 1934, Great Britain has
made permanent provisions for taking care of all of her unem-
ployed in a systematic and satisfactory manner. The unem-
ployment system today in Great Britain remains as established
by the Act of 193^, with a few exceptions. Agricultural
workers were brought under the unemployment insurance system
in 1935, with a separate agricultural account in the unem-
ployment insurance fund.
In 1937, an amendment was passed increasing the
days of benefit allowed in excess of twenty-six weeks. Under
the Act of 193^, workers insured for at least five years were
given three additional days of benefit for every five contri-
butions in the past five years, less a deduction of one day
of benefit for every five days of benefit received. The 1937
amendment changes the provision "less a deduction of one day
of benefit for every five days of benefit received" to a de-
duction of one day for every eight days of benefit received,
thus Increasing the duration of benefits for workers insured
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five years or more. In addition, the waiting period is
reduced from six to three days under the 1937 amendment.
These liberalized provisions were recommended by the Unem-
ployment Statutory Committee because the fund had accumulated
a surplus of tl7, 600,000 in excess of the estimated surplus
expected by the committee.^
Great Britain’s unemployment insurance system is
working satisfactorily. The insurance fund was indebted to
the Treasury £106 , 000 , 000 when the Act of 193^ was passed.
This is being paid off at the rate of £5,000,000 a year.
By December, 1935, the fund had a reserve of £21,450,000.
This had increased to £38,977,280 in December, 1936.^ It
is expected that the fund will prove self-balancing over
the period of an eight-year business cycle, accumulating
sufficient reserves in good years to care for increased
claims for benefits in years of severe unemployment.
Great Britain’s unemployment insurance system has
been the subject of much criticism. The association of the
out-of-work donations, popularly termed the "dole," granted
to war workers and veterans immediately after the war, with
the unemployment insurance system has been responsible for
much of this criticism. In addition, the granting of "ex-
tended" and "transitional" benefits during the years 1920-
1931 to those who were not eligible for unemployment insur-
ance benefits, with its disastrous result on the finances
^Ministry of Labor Gazette, March, 1937, p. 121.
^Ministry of Labor Gazette, March, 1937, p. 91.
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of the Insurance fund, has led to the belief that Great
Britain’s system eannot be termed a success.
The out-of-work donations, though paid through the
unemployment insurance fund, were a direct grant from the
Treasury, and were never a part of the unemployment insur-
ance system. Great Britain chose to make this provision for
ex-soldiers and war workers in order to meet the emergency
created by the return of these ex-soldiers to civilian life
and to care for war workers unemployed because of the return
to peace-time production.
The granting of extended benefits in order to meet
abnormal conditions from 1921-1931 did seriously undermine
the finances of the insurance fund. It must, however, be
remembered that the insolvency of the Insurance fund through-
out this period does not prove that unemployment insurance in
Great Britain has been unsuccessful. The insurance system
was attempting to meet conditions of abnormal long-term unem-
ployment for which it was not intended, and later legislation,
in 193^, recognized that a financially sound system could
exist only if unemployment relief and unemployment insurance
were segregated.
If Great Britain had not chosen to care for the
unemployed by means of extended benefits in the years 1921-
1931, she would have been forced to care for them through
poor relief. In spite of the harm done to the insurance
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principle, extended benefits were probably preferable to
poor relief. Great Britain did take care of her unemployed
during an unprecedented period of unemployment, and the
unemployment insurance system was at least in part respon-
sible for her ability to do so.
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chapter III
UNEMPLOYMENT INSURANCE
IN GERMANY
Baekptround of Germany's System
Germany was faced with a problem similar to Great
Britain’s with the ending of the World War. Demobilized
soldiers and war workers formed a large group of unemployed
for whom provision had to be made by the government. The
Federal Office for Economic Demobilization was created in
November, 1918, to handle the situation. From the date of
its organization until the passage of Germany’s Employment
Exchanges and Unemployment Insurance Act in 1927, this of-
fice issued orders and rules governing the payment of unem-
ployment relief allowances.
The first orders issued by the Office for Economic
Demobilization authorized the communes to grant unemployment
allowances to persons in need who were willing and able to
work. 'When possible, work was to be found for applicants.
The funds for these allowances were provided by the federal
1
government, the states, and the municipalities.
Later, in 1919-1920, with the increase of unemploy-
ment, provision of work, rather than relief, was stressed.
Orders were issued to employers restricting the discharge of
workers, and productive unemployment relief projects were
1
Carroll, Mollie Ray, Unemployment Insurance in Germany
,
1930, p. 19.
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emphaslzed. Regulations limiting the receipt of relief to
twenty-six weeks were issued, but in eases of extreme need,
a further twenty-six weeks’ relief was possible.^ The allow
ances for relief varied according to the cost of living in
different localities but in all cases were very small and
barely sufficient for subsistence.
In 1923
,
Germany was confronted with an increase
in unemployment and with the tremendous inflation of her
currency. The budgets of the communes, the states, and the
federal government were faced with a severe strain and at
this time (1923) were forced to shift the burden of unemploy
ment relief to employers and workers. Orders were therefore
issued throwing four-fifths of the cost of unemployment re-
lief and the public employment exchanges onto the employers
a
and employees. The communes provided the other one -fifth.
The states and the federal government were thus relieved of
this burden except in emergencies.
In 1924, further orders were issued, the burden of
supporting the allowances and the employment exchanges re-
maining on the empl05'-ers and workers. Contributions of
workers and employers were equal, the worker’s share not
exceeding 3 per’ cent of wages. The states and the federal
government contributed only when the expenditures for relief
were not covered by the contributions of the employers, work
ers, and communes for more than two weeks.
^Ibid., p. 22.
®Ibid., pp. 24-25.
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Employers and workers objected to contributing to
the funds for payment of relief because relief was granted
only to those in need and contributions did not give the
worker a claim against the fund. Administrative difficulties
were also encountered becs-use of the overlapping Jurisdic-
tions of the communes, the state, and the federal govern-
ment .
Severe unemployment in 1926 caused the extension
of unemployment allowances beyond the fifty-two weeks previ-
ously in force, and the cost of these emergency allowances
was assumed by the federal government and the communes.^
Experience throughout this period indicated the difficulty
of handling the unemploym.ent problem on a local, decentral-
ized basis, and turned attention to the need for a federal
program for the care of the unemployed. A committee was
sent to study the unemployment Insurance system of Great
Britain.
Finally, on July l6, 1927, the Employment Exchanges
and Unemployment Insurance Act was passed.
Germany profited by the experience of Great Brit-
ain in the years 1920-1927 when extended benefits destroyed
the insurance principles of the original act. Germany’s
act provided for three types of unemployment relief --unem-
ployment insurance, extended unemployment benefits, and
welfare support. The unemployment insurance is a
^Ibid., p. 27.
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contrlbutory system providing benefits as a right to those
contributors who qualify for benefit, and this is financed
1
entirely by the contributions of employers and workers.
Extended unemployment benefits are not paid out
of the unemployment insurance funds, but are financed four-
fifths by the federal government and one-fifth by the com-
munes. The unemployment insurance funds are thus relieved
of the burden of chronic and long-term unemployment which
caused so much difficulty in Great Britain.
Welfare support is simply poor relief and is sup-
ported entirely by the communes.
The Unemployment Exchanges and Unemployment
Insurance Act of 1927
Coverage ^
The German unemployment insurance law covers most
laborers earning less than 6C00 marks a year and salaried
employees earning less than 8C00 marks a year. It includes
almost all groups covered under the health insurance plan.
Among these are;
1. Laborers, apprentices. Journeymen,
and domestic apprentices.
2. Administrative staff of Industrial
and commercial establishments, fore-
men, and other salaried employees
of similar position.
U. S. Department of Labor, Bureau of Statistics, Bulletin
No. 544, Unemployment -Benefit Plans in the United
States and Unemployment Insurance in Foreign Countries,
1931, PP. 251-252.
®Carroll, Mollie Ray, Unemployment Insurance in Germany .
1930, pp. 50-51.
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3* Clerks in stores, offices, and drug-
stores.
4. Actors and musicians.
5. Teachers and instructors, and persons
employed in connection with education,
instruction, nursing, and welfare
work.
6. Domestics.
7. Crews of Oerman ships.
Exemption from compulsory Insurance is provided
for persons engaged in agriculture, forestry, and fishing,
whether as owners, or as wage earners under contract for
more than a year with six months" notice required. Although
apprentices are included, they are Included under the limited
provision that they are subject to unemployment insurance
only during the six months preceding the termination of the
apprenticeship. Casual workers and most industrial home
workers are excluded. A special provision also excludes the
personnel of establishments that were operating, before the
passage of the act, an unemployment system with higher bene-
fits than the state system provides. This provision was
made especially for the Zeiss Optical Works, which had been
operating an exceptionally satisfactory system for years.
About 22,000,000 workers are included within the scope of
the act.
Contributions ^
Equal contributions from employers and employees
^U. 3. Department of Labor, Bureau of Statistics, Bulletin
No. 544, Unemployment -Benefit Plans in the United States
and Unemployment Insurance in Foreign Countries, 1931
»
P. 253.
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provide for the maintenance of the unemployment insurance
system. Contributions in Germany, however, are not based on
the flat rate plan, as in England, but on a percentage of
wages or salaries. Originally the combined contribution of
employers and workers was set at 3 cent of wages, but
this was raised to 3 1/2 per cent, 4 1/2 per cent, and fi-
nally on October 6, 1930, to 6 1/2 per cent.^ Contributions
of both worker and employer to the system are paid by the
employer through the health Insurance system, thus reducing
the cost of collection.
Eligibility to Benefits ^
Benefits are payable to the Insured worker who is
able and willing to work and is involuntarily unemployed,
provided that he has worked twenty-six weeks within the past
year in an insured occupation. In order to qualify for bene-
fits for the first time, the insured must have worked fifty-
two weeks within the preceding two years, although where
"unreasonable hardship" would result, this period may be
extended to three years. Ability to work is defined by the
law as ability to earn at least one -third of the amount that
a person of sound mind and body and similar training can
earn in a similar occupation. Refusal to accept work, even
though removed from his own locality, or leaving work with-
out Justifiable cause, disqualifies the insured from benefit
for from two to eight weeks. After nine weeks, employment
^Ibid., pp. 254-255.
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that is out-of-line with his previous occupation and train-
ing must be accepted. As in England, unemployment caused
by labor disputes, is not covered by insurance benefits.
Waiting Period
A waiting period of fourteen days is required for
persons without family members entitled to additional family
allowances, of seven days for persons having one to three
dependents, and of three days for those with four or more
dependents.^ A reduction of the waiting period is permitted
when the claim for benefit follows a period of at least two
weeks part-time employment.
Benefits
Benefits in G-ermany are based on wage classifica-
tions, whereas in England we have seen that the flat rate
idea is applied with a slight qualification for age group-
ings. Workers in Germany are divided into eleven wage
groups, and a standard wage is set for each group. Benefits
are a certain percentage of the standard wage of the group
to which the insured belongs.
^Ibid., p. 255.
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The following table shows the weekly standard
wages :
^
Class Standard Weekly Wage
Class I 8 marks (#1.90)
Class II 12 marks (I2 . 86 )
Class III 16 marks (|3.8l)
Class IV 21 ma.rks (|5.00)
Class V 27 marks (Is. ^3)
Class VI 33 marks (17.85)
Class VII 39 marks (#9.28)
Class VIII 45 marks (|l0.71)
Class IX 51 marks (|l2.l4)
Class X 57 marks (113.57)
Class XI 63 marks (#14.99)
Benefits for Class I are 75 per cent of the standard wage;
for Class II, 65 per cent; for Class III, 55 per cent; for
Class IV, 47 per cent; for Classes V and VI, 4o per cent;
for Class VII, 37.5 per cent; and for Classes VIII through
XI, 35 per cent. A supplementary allowance of 5 per cent
of the standard wage is given for each dependent member of
the family, but the total benefits received may not exceed
8
the following per cents of standard wage:
Classes I and II 80^
Class III 15%
Class IV 1Z%
Classes V and VI 65%
Class VII 62.5%
Classes VIII---XI 60%
The insured worker’s contributions to other forms
of social insurance are maintained by funds provided by the
^Ibid., p. 254 .
®Ibid., p. 255 .
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federal government during the time he receives unemployment
benefit
.
Duration of benefits
The benefit period for unemployment insurance is
1
definitely limited by law to twenty-six weeks. At the ex-
piration of that time, the worker must look to the extended
unemployment benefit system for assistance.
a
Extended Unemployment Benefit
At the expiration of the twenty-six weeks of insur-
ance benefit, the responsibility of the unemployment insur-
ance fund for the worker is ended. The German unemployment
law, however, provides for a system of non-contributory ex-
tended benefits outside of the regular insurance system to
care for long-term and chronic unemployment. The funds to
finance this extended benefit are provided four-fifths by
the federal government and one -fifth by the communes. In-
sured workers who have exhausted their rights to benefit,
insured persons who have not paid a sufficient number of
contributions for eligibility to insurance benefits, and
non-insured persons in need may receive extended benefits.
The period for which these benefits are payable may be fixed
by the Minister cf Labor. The limit is usually thirty-two
weeks, but the local employment offices are permitted to
extend the period to forty-five weeks in the cases of persons
^Ibid., p. 256.
^Ibid., p. 256.
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over forty years of age who are in an extremely necessitous
condition. The rates of extended benefits are based on the
same scale as insurance benefits, except that benefits for
Classes V to XI are reduced in the following manner: Per-
sons with at least one dependent receive the benefit rates
of Class V instead of Class VI, of Class VI instead of
Classes VII and VIII, and of Class VII Instead of Classes
IX to XI. Allowances for dependents are correspondingly re
duced. Persons without dependents receive the rates of the
class below that in which they belong.
The extended benefits system is a permanent na-
tional relief system, similar in many respects to the unem-
ployment assistance created by Great Britain in 193^, and
recipients of benefit must be in need.
Welfare Support ^
When the German worker has exhausted his rights
to both insurance benefits and extended benefits, he must
then apply for welfare support. Welfare support is the reg
ular poor relief system of the local communities. It is
supported entirely by the communes, towns, and cities, re-
ceiving no federal or state aid. A very strict needs test
must be passed by applicants for welfare support, and no
limit is set with regard to the length of time for which
support may be given.
^Ibid., p. 257.
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Use of Employment Exchanges ^
The employment exchanges are a part of the unem-
ployment systems. Germany has emphasized in all her social
legislation the principle of prevention rather than relief,
and consequently has stressed the placement and vocational
guidance of the unemployed. Prior to the passage of the
Employment Exchanges and Unemployment Insurance Aot of 1927,
the communes had been operating approximately nine hundred
public employment offices. In addition, employment offices
were operated by private agencies for profit, by political
organizations, by organizations of employees, and by em-
f
ployers organizations. 'JThen the Act of 1927 was passed,
all of the public offices were taken over by the Federal
Bureau of Employment Exchanges end Unemployment Insurance,
and grouped into thirteen district and three hundred sixty-
one local employment offices. In 1929, a revision of the
law provided for the closing of all private employment agen-
cies by January 1, 1931, and prohibited political organiza-
tions from operating employment offices. The agencies oper-
ated by employee and employer organizations were permitted
to continue under the supervision of the Federal Bureau.
Thus Germany turned over all placement work to' the Juris-
diction of the federal government.
Unemployment benefits, both insurance and extended,
are paid through the labor exchanges. Upon loss of employ-
ment, the worker reports immediately to his local employment
^Carroll, Mollie Ray, Unemployment Insurance in Germany ,
1930, p. 65.
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office. Ke must present a eerd showing his earnings during
the previous six months of employment and a statement from
his employer showing the dates of employment and discharge,
reason for discharge, and earnings. Efforts are made to
place the worker in another position, and failing this, bene-
fits are paid after expiration of the required waiting peri-
od. The unemployed person is required to report at the em-
ployment office at least three times a week. In some cases,
daily reporting may be required. The regulations with re-
spect to registering and reporting at the employment offices
apply not only to applicants for regular insurance benefits,
but to applicants for extended benefits and even welfare
support. Failure to report on the days required is penalized
by loss of benefit for each day the applicant does not re-
port .
Placement on productive relief works may be of-
fered when other placement is not available.
The employment offices play an Important role in
providing vocational guidance. They do not give vocational
training but they do cooperate with schools giving voca-
tional training and rehabilitation courses.
Administration of the System^
The 3-erman Unemployment Insurance system is admin-
istered through a public corporation, The Federal Institute
of Employment Exchanges and Unemployment Insiurance, under
^Epstein, Abraham, Insecurity, A Challenge to America. 1936,
p.377.
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the general supervision of the Minister of Labor. The Fed-
eral Institute functions through an administrative council
Including thirteen representatives each of employers, em-
ployees, and public authorities, and through local and dis-
trict administrative committees, on which equal numbers of
representatives of workers, employers, and public authori-
ties are required. The administrative council determines
policies concerning rates of contribution and benefit, and
is authorized to take steps to combat unemployment. The
local and district administrative committees determine rules
and procedures with respect to their individual employment
offices. Courts of appeal are attached to the local and
district offices, but the final court of ap-neal is not con-
nected with the Federal Institute. Final appeals are made
to the Federal Insurance Bureau, a court of appeal dealing
with all types of social Insurance.
In setting up the above administrative machinery,
Germany attempted to establish her unemployment insurance as
an independent organization beyond the reach of political
influence. It left the balance of power in the hands of em-
ployers and employees, rather than with the public authori-
ties, giving, in the words of Mollie Ray Carroll, "a quasi-
industrial character to offices which enforce national leg-
islation.
^Carroll, Mollie Ray, Unemployment Insurance in Germany
,
1930, p. 64 .
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Value Creating Unemployment Relief ^
In Great Britain, little attempt was made to pro-
vide any form of public works for the relief of unemploy-
ment. Germany, on the other hand, definitely included in
her Act of 192? provision for a system of productive unem-
ployment relief. This type of relief had been used during
the period between 1920 and 1927, and the desirability of
providing productive employment wherever possible was there-
fore already well established in Germany. The Aot of 1927
provided that persons might be given work in value creating
employment instead of receiving insurance benefits, extended
allowances, or welfare support. These value creating pro-
jects are tied up with Germany's unemployment relief systems,
in that the insurance system provides funds for projects em-
ploying persons eligible for insurance benefits, the local
welfare authorities provide funds for employment of persons
who would otherwise receive welfare support, and the federal
government and communes provide funds to employ those who
would otherwise receive extended benefits. Loans from the
federal and state governments are also made available for
projects that would not normally be undertaken by them.
Prior to 1927 grants had been made to private enterprises,
but this had not proved successful and was prohibited by the
Act of 1927.
Funds for this type of project had to be expended
^Carroll, Mollie Ray, Unemployment Insurance in Germany
.
1930, pp. 73-79.
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on genuinely productive work but could not be used for work
which would be carried on regardless of employment condi-
tions. Land reelamation, swamp drainage, street and road
building, the building of dams, and the improvement of water-
ways were included among the value creating employment pro-
jects, provided always that thej?- would not be undertaken by
communities without assistance. Productive employment on
this type of project is more expensive than the payment of
benefits, but justification for it rests on the beneficial
effect on the worker. It maintains his ability and desire
to work, and prevents the demoralization of the worker dur-
ing long periods of idleness.
Operation
Germany, like Great Britain, was unfortunate in
inaugurating her unemployment insurance and relief systems
during a period when unemployment conditions continued to
grow more severe with the passing of each year. During the
last part of 1927, income exceeded expenditures, but begin-
ning in 1928 the strain on all the relief agencies of Ger-
many began to grow and continued to grow throughout the next
few years.
Expenditures during the first year of operation,
1927-1928, amounted to 980,000,000 marks plus an additional
122,000,000 marks contributed by the unemployment insurance
fund and the national treasury for public works. ^ About
^Ibid.
,
p. 84.
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58 per cent of the total expenditures was paid out for unem-
ployment benefits; 3 per cent for maintaining other social
insurance contributions; 13 per cent for value creating pro-
jects; 13 per cent for extended benefits; 7 per cent for ad-
ministration, and 1 per cent for benefits to persons in part-
1
time employment. The experience during the first year of
the act was therefore not unsuccessful.
During the second year of operation, 1928-1929,
conditions in Germany were becoming worse. A depression,
combined with severe weather conditions and a shortage of
coal, increased the number of unemployed greatly. The Fed-
eral Institute was forced to borrow from the national treas-
ury and by the end of 1929 its indebtedness to the treasury
amounted to 330,000,000 marks, and by 1930 amounted to
8
335,000,000 marks. It was evident by this time that the
3 l/2 per cent contribution, in effect at that time, could
not cover the expenditures for the system. An amending act
passed in April, 1930, provided for the cancellation of all
loans made to the fund previous to April, 1930, and for the
granting of an annual subsidy. A grant of 200,000,000 marks
was made for the period April 1, 1930 to March 31, 1931, and
provided for loans if administrative revisions were made to
3
insure repayment. The government in the fall of 1930 re-
tracted these provisions and ruled that no further subsidies
nor loans were to be made to the fund. In March, 1931, the
^Ibid.
,
p. 84
.
®Ibid.
,
p. 86.
^Ibid., p. 89 .
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fund was forced to borrow 83,000,000 marks from the Reichs-
X
bank to oarry on its benefits. The finances of the fund
were fairly sound at this time. For the year April 1, 1931
to March 31, 1932, the fund showed an excess of income over
expenditures of 24-, 033, 000 Reichsmarks.® The reason for the
soundness of the fund at this time, however, was that the
.
greater number of unemployed were being cared for outside of
the insurance system, by means of extended benefits and poor
relief
.
The great difficulty in Germany, at this time,
arose from the burden of extended benefits and welfare sup-
port. The communes were carrying one-fifth of the cost of
extended benefits and all of the cost of welfare support.
The communes were heavily in debt because a large group of
the unemployed were being cared for, not through insurance
benefits, but through extended benefits and welfare support.
Federal subsidies to the communes became necessary in order
to relieve some of this burden.
Operation. 1932-1933
The number of unemployed workers continued to in-
crease in 1932, the average number of unemployed during 1932
being 5,580,000.* The financial difficulties of the communes
^U. S. Department of Labor, Bureau of Statistics, Bulletin
No. 5^, Unemployment -Benefit Plans in the United States
and Unemoloyment Insurance in Foreign Countries, 1931,
pp. 251-252.
^Unemployment Insurance and Relief in G-ermany, 1932, National
Industrial Conference Board, p. 10.
^Economic Development of Germany under National Socialism,
1937, National Industrial Conference Board, p. 3^.
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during this time brought about radical changes in the unem-
ployment insurance scheme, changes which undermined the prin
ciples underlying the insurance system created by the act
passed in 1927.
The first change in the direction of undermining
1
the insurance principle occurred in 1931, when the right to
insurance benefits was denied to unemployed married women
even though they had met all the requirements for benefit,
unless they could prove that they were in actual need of sup
port.^ This change was made in order to relieve some of the
financial burden on the unemployment insurance fund and to
prevent married women who had no intention of securing em-
ployment from receiving benefits. It applied to all married
women, however, and marked the beginning of the collapse of
the insurance principle by introducing a needs test for a
group who under the 1927 law were entitled to benefits as a
right through having made the necessary contributions.
The most drastic changes, however, occurred under
the emergency decrees of June, 1932 . These decrees gave the
federal government the right to change rates of benefit, to
make benefits dependent upon need after a certain time, to
use surpluses of the insurance fund for other forms of unem-
ployment relief, and to make ineffective any provisions of
the Labor Exchanges and Unemployment Insurance Act of 1927 .
Under the powers granted by the decrees of June,
^Unemployment Insurance and Relief in Germany, 1932
,
National Industrial Conference Board, p. 17 .
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1932, important changes were made in the unemployment insur-
ance system. Benefits were reduced approximately 23 per
cent, and were no longer expressed as a percentage of basic
wage rates. Instead, benefits were dependent upon the size
of the community in which the unemployed worker resided, a
definite benefit being stated for each wage class in each
community class. ^ The amount of benefit thus varied accord-
ing to cost of living, which is not in line with insurance
principles
.
The length of the benefit period was reduced from
twenty-six weeks to twenty weeks. The most significant
change, however, was the introduction of a provision that
workers could not receive insurance benefits after six weeks
unless they passed a strict needs test.® The needs test is
administered, not by the labor offices, but by the communal
welfare authorities. Insurance benefits thus became no lon-
ger a matter of right, except for a brief six weeks, but a
matter of destitution. This was entirely contrary to the
original alms of the law of 1927, and marked the breakdown
of unemployment insurance in Germany. In Germany, as in
Great Britain, these changes, deplorable as they were be-
cause of their effects on the principles of social insurance,
were the result, not of choice, but of necessity. The com-
munes could not bear the burden of unemployment relief, and
the insurance system had to be used to meet the emergency of
^Ibid., p. 20.
8lbid., p. 22.
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abnormal unemployment.
In order to raise revenues to cover part of the
cost of unemployment relief, a new tax, called a contribution
to unemployment relief, was levied beginning in June, 1932,
on all wage earners, office workers, salaried employees, and
civil service workers, in the form of a wage deduction.^
The revenues raised by this tax are deposited with the Fed-
eral Bureau of Employment Exchanges and Unemployment Insur-
ance, subject to disposal by the federal government. The
funds are used to relieve the financial burdens of the com-
munes for unemployment relief. During 1932, regular unem-
ployment insurance benefits were caring for only 11 per cent
of the unemployed, the remainder being cared for through ex-
2
tended benefits and welfare relief. Moreover, the benefits
paid were barely enough for subsistence, and in some cases
were less than amounts which were granted under welfare
relief.
Hitler and the National Socialist Party
The number of unemployed reached its highest peak
during 1932 and the unemployment Insurance system could not
meet emergency conditions which it had not been intended to
meet. Economic conditions were at the lowest point when the
National Socialist Party, under Chancellor Adolf Hitler,
came into power in January, 1933* The assumption of dicta-
torial power by Chancellor Hitler, and the carrying out of
^Ibid.
,
p. 23.
2 Ibid., p. 24.
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the National Socialist Party’s program in Germany was possi-
ble because of Germany’s deplorable economic conditions.
The National Socialist Party under Hitler embarked on plans
to rearm Germany, to make it self-sufficient economically,
and to eliminate unemployment. While private enterprise
presumably functions in Germany, it functions only under the
complete control of the state. A system of planned economy
has been established in the interest of the general welfare
of all Germany, and all private enterprises must be conducted
in accordance with the general welfare. What constitutes the
general welfare, is, however, decided by Chancellor Hitler
and the leaders of the National Socialist Party.
Under the Hitler regime
,
unemployment has steadily
declined. At the beginning of 1933 » the number of registered
lanemployed was over 6,000,000.^ By September, 1936, the num-
ber of unemployed had dropped to only a little over one mil-
lion, and in March, 1937, the number of unemployed was
I 81,245,000. Economic conditions in Germany have greatly im-
proved, though recovery has not brought about an appreciably
higher standard of living, as wages, by government control,
have remained at a low level and prices have risen. The
planned economy has had for its main objective the rearming
of Germany and has prevented any appreciable rise in stand-
ard of living in order to attain this objective.
^National Industrial Conference Board, Economic Development
of Germany Under National Socialism, 1937, p. 33*
®Ibld.
, p. 33.
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Nevertheless
,
the condition of millions who were totally or
partly unemployed prior to the Hitler regime, has improved
considerably
.
The reduction of unemployment in Germany from 1933
to 1937 has been brought about through the rearmament pro-
gram, the public works programs, and the stringent regulation
of private industry under a planned economy. About four bil-
lion Reichsmarks were expended by the government on public
works programs, and about eighteen billion Reichsmarks on re-
armament during the years from 1932 to 1937, according to
an estimate of an investigator of the National Industrial
Conference Board.
^
During the Hitler regime, the unemployment insur-
ance system, as modified by the decrees of 1932, has contin-
ued to function. Benefits paid out have continually de-
creased with the increase in employment in private enter-
prise and on public works programs. In 193^^, further changes
provided that regular benefits were to be granted for only
fourteen weeks, with a means test at the end of six weeks.
At the end of fourteen weeks, the worker is transferred to
extended benefits and has to pass a means test every thir-
s
teen weeks. The unemployed person remains on extended
benefits indefinitely, and is not transferred to welfare
support as he was formerly. This was done in order to shift
the burden from the communes to the extended insurance
^Ibid., p. 3^.
^Monthly Labor Review, August, 193*^, P« 30.
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system, and is partly financed by the special "unemployment
relief contribution" or "crisis tax." In 193^, the Federal
Bureau for Unemployment Insurance paid regular and extended
benefits to 902,000, and only unemployables were being cared
for through the welfare relief of the communes, whereas dur-
ing the years 1930, 1931, and 1932, the greater part of the
unemployment burden was being carried by the welfare relief
of the communes.^
The insurance system in Oerraany today is still
operating on a relief basis, rather than an insurance basis,
as the provisions of the decrees of 1932 and 193^ are still
in effect, and the needs test is applied after six weeks*
benefits have been received. In June, 1937, benefit rates
were Increased somewhat, but no action has been taken to-
ward restoring the original Insurance principles of the Act
of 1927.
Summary and Conclusions on Unemployment
Insurance in Germany
The original Employment Exchanges and Unemployment
Insurance Act of 1927 attempted to create an actuarially
sound Insurance system. The whole cost of regular insurance
benefits was to be borne by the employers and emoloyees. In
order to protect the finances of the fund, special provision
was made for long-term unemployment. Such unemployment was
to be taken care of through extended benefits which were
^National Industrial Conference Board, Economic Development
of Germany Under National Socialism, p. 3^.
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finanoed one -fifth by the federal government and four-fifths
by the communes.
Regular insurance benefits under the law of 1927
were payable for twenty-six weeks. Extended benefits were
payable for the length of time fixed by the Minister of Labor.
At first thirty -two weeks of extended benefits were permitted,
but later this was extended to forty-five and then to fifty-
eight weeks in the case of persons over forty years of age.
Recipients of extended benefits were required to show that
they were in need. After a worker had exhausted both the
regular and extended benefits, he was turned over to welfare
relief, which was financed entirely by the communes.
Germany, through the provision of three kinds of
unemployment relief, attempted to safeguard the regular insur-
ance system, and to provide regular insurance benefits as a
contractual right. The attempt proved unsuccessful because
of severe unemployment conditions caused by the greatest de-
pression the world has yet experienced. Contributions and
benefits in Germany were based on an estimate that the aver-
age annual number of unemployed would not be more than
1,250,000. During the years 1927 to 1933, however, the num-
ber of unemployed reached as high as 6,000,000, and the unem-
ployment insurance fund was forced to borrow from the fed-
eral government in large amounts. At the same time, the
insurance fund cared for only a small percentage of the
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unemployed, the greater burden falling on the federal govern-
ment and the communes due to the fact that most of the unem-
ployed were eventually transferred to the extended benefits
and welfare support . systems . In 1932, the finances of the
communes were in such a condition that emergency decrees
were passed which altered the principles underlying the reg-
ular insurance system. Regular benefits were reduced to
twenty weeks, and later to fourteen weeks, and a needs test
was required after the first six weeks. Funds of the insur-
ance system could be used for other than regular benefits.
In order to help the communes, workers were no longer trans-
ferred to welfare support, but were kept on extended bene-
fits, and a special "crisis" tax was levied to help meet the
cost of extended benefits. The system became a relief,
rather than an insurance system.
With the rise to power of the National Socialist
Party under Hitler in January, 1933, conditions in Germany
improved greatly because of the rearmament and work relief
programs inaugurated. The insurance system, however, has
remained on a relief rather than insurance basis up to the
present time. Yet it cannot be said that the principle of
unemployment insurance has been proved unsound because of
Germany’s experience. The regular insurance system was not
intended to provide for long-term unemployment caused by a
severe depression, and thus cannot be said to have failed
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because It did not accomplish something for which it was
not intended. Germany’s experience, like Great Britain’s,
teaches us that unemployment insurance e-sn be only a "first
line of defense," and that the problem of ch-rcnic and long-
term unemployment must be met by other methods.
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CHAPTER IV
UNEMPLOYMENT INSURANCE
IN THE UNITED STATES
Background of Present Leplslatlon
Attitude toward Unemployment Insurance
The battle for unemployment insurance in the
United States has been a hard one. The tendency in the
United States has been to resist any inroads on rugged indi-
vidualism. It has been argued by critics that a system of
unemployment insurance would remove from the individual the
incentive to work, would destroy thrift, and build up a citi-
zenry content to let the government assume the responsibili-
ty for their well-being. England’s so-called “dole" has
constantly been referred to with horror as an argument
against unemployment insurance. Unemployment was looked
upon as an individual problem, as one v^hich could be con-
trolled by the individual. Employers, with the exception
of a small group of progressive firms, were opposed to unem-
ployment Insurance. Even the American Federation of Labor
opposed unemployment insurance until 1932.
Probably one of the most important difficulties
encountered in the struggle for unemployment insurance in
the United States, however, is our federal form of govern-
ment. The Federal government was thought to have no power
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to enact a Federal law, and the individual state, by enacting
a law, would place its industries at a competitive disadvan-
tage with industries in states having no law.
During the recent severe depression a noticeable
change in public opinion took place in this country, and
it became evident to many that the unemployed were not re-
sponsible for their plight. Dr. Isador Lubin of the Insti-
tute of Economics states: "No im.partial observer of indus-
try would attribute today the existence of any but a rela-
tively small share of unemployment to the workers themselves
Unemployment is a persistent factor in modern economic
life.
During the severe depression, it became necessary
for the government in this country to assume responsibility
for the unemployed. Emergency agencies were set up by the
Federal government to provide work and to provide relief for
those in need. Among these agencies were: The Public Works
Administration, the Civil Works Administration, the Civilian
Conservation Corps, and the Federal Emergency Relief Admin-
istration. In the period between March, 1933 » and October,
193^, these agencies had expended almost three billion dol-
lars, and up to the present tremendous expenditures have
continued to be made. People in the United States have come
to believe that the government does have a part in providing
security for its citizens, and that "rugged individualism"
^Laidler, Harry W.
,
Unemployment and Its Remedies
. 1931,
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cannot solve the problems of modern economic life.
Experiments by Individual States
Prior to 1935, Wisconsin was the only state to pass
an unemployment insurance law. On January 29, 1932, Wiscon-
sin became the pioneer in the field of unemployment insur-
ance in this country by passing an unemployment reserves and
compensation law to become effective on July 1, 1934.
This law provided for a fund contributed by employ-
ers only, out of which benefits were to be paid on the basis
of one week’s benefit to four weeks of employment, with a
maximum benefit period of ten weeks in a year. Contributions
by employers were set at 2 per cent of payrolls until a fund
of ^55.00 per worker was accumulated and then at 1 per cent
of payroll until a fund of #75.00 per worker was accumulated.
After the fund had reached i^75.00 per worker, no further con-
tributions were to be made until the fund fell below $75.00
a worker. Funds under this plan were to be segregated under
the name of the individual employer, and the worker would
have a claim only against the reserve of his own employer.
Benefits under this act were $10.00 a week or 50 per cent of
average weekly salary, whichever was lower. Companies v/hich
guarantee forty-two weeks of employment in a year to their
workers were exempted from the payment of contributions.^
The Wisconsin plan is of interest in that it was
^Elbert, Robert G.
,
Unemployment and Relief, 1934, pp. 104-
105.
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the first plan to be put into effect. It has been changed
slightly since the passage of the Social Security Act in
1935.
Ohio attempted to pass an unemployment insurance
law in 1933» but the bill failed to pass the Senate. As
Wisconsin and Ohio were the only states to initiate any steps
toward unemployment insurance prior to 1935
,
it is evident
that Federal pressure only could hasten the advent of unem-
ployment insurance laws throughout the country. In 1935,
that pressure came with the passage of the Social Security
Act
.
The Social Security Act of 1935 ^
The Social Securitj'- Act was adopted in August,
1935. This act includes provisions having to do with old-
age assistance, aid to dependent children, aid to the blind,
old-age benefits, maternal and child-health services, ser-
vices for crippled children, child welfare services, voca-
tional rehabilitation, and unemployment insurance. It cov-
ers practically the whole field of social security.
The act, in itself, does not provide an unemploy-
ment insurance system, nor does it compel states to provide
such systems. It does, however, in Titles III and IX, en-
courage states to pass unemployment insurance legislation by
removing the chief deterrent to such action. That deterrent
^U. S. Government Printing Office, Summary of Provisions of
the Federal Social Security Act Relating to Unemploy-
ment Compensation, 193^, p. 1.
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had been the fear of the individual state of placing its
industries at a competitive disadvantage if it passed an
unemployment insurance law while other states did not.
The Social Security Act removes this disadvantage
by levying a Federal tax on employers of eight or more per-
sons employed in each of twenty weeks in a year except in
the following employments:
1. Agricultural labor.
2. Domestic service in a private home.
3. Officers or members of crew of a vessel
on the navigable waters of the United
States
.
4. Individual in employ of son, daughter,
or spouse, child under 21 years of age
in employ of parent.
5. Public employees—Federal, state, and
local
.
6. Employees of non-profit institutions
operated exclusively for religious,
charitable, scientific, literary, or
educational purposes, or for the pre-
vention of cruelty to children or
animals
.
The tax levied by the act is 1 ner cent of wages
in 1936, 2 per cent in 1937, and 3 pen cent thereafter. This
tax is paid by the employer, no assessment being made on the
employee by the Federal government, and the proceeds of the
tax go into the treasury of the Federal government
.
A tax offset device is provided in order to encour-
age state legislation. The above tax is levied on employers
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in all states, but the act provides that an employer may
credit against this tax contributions paid by him to an unem-
ployment insurance fund under a state law. The amount of the
credit allowed may not be more than 90 per cent of the Fed-
eral tax. In order that the tax credit may be obtained, the
unemployment Insurance law of the state must have been ap-
proved by the Social Security Board. In states permitting
the reduction of contributions for employers having good em-
ployment records, the Federal law makes provision for the
allowance of credit for the amount by which contributions
are reduced.
The Social Security Board will approve a state
system provided that it meets the following requirements:
1. Benefits must be paid through public employ-
ment offices in the state, or through other
agencies approved by the state.
2. Benefits may not be payable in a state until
its plan has been in effect at least two
years. (This regulation was made in order
to build up an ample fund before benefits
could be claimed.)
3. All contributions collected are to be depos-
ited with the Unemployment Trust Fund of the
United States Treasury.
4. Withdrawals from the Unemployment Trust Fund
may be used only for the payment of unemploy-
ment insurance benefits. No part may be used
for administrative exr>enses.
5. Benefits may not be denied any eligible per-
son for refusal to accept work under the
following conditions:
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a. If the position is vacant because of a
strike, lockout, or other labor dispute.
b. If the wages, hours, or conditions of
work are substantially less favorable
to the individual than those prevailing
in the locality.
c. If the individual would be required to
Join a company union or to refrain from
Joining any bona fide labor organization.
6. The state must retain the right to repeal or
amend its law.
Approval of a state system by the Social Security
Board may be revoked at any time that amendments or changes
in a state plan result in failure to comply with the fore-
going conditions.
As indicated by the foregoing provisions, the Fed-
eral government does not prescribe conditions with respect
to amount of benefits, duration of benefits, employee contri-
butions, waiting period, etc., and the protection afforded
the worker may vary considerably in different states.
The money collected by the states under their unem-
ployment insurance acts is deposited in the Unemployment
Trust Fund of the United States Treasury, subject to with-
drawal by the states for payment of benefits. A separate
fund account is kept for each state. The trust fund is in-
vested in interest-bearing obligations of the United States
Government
.
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of state legislation, the Social Security Act further encour-
ages state legislation by grants of funds with which to ad-
minister their unemployment insurance legislation. The law
does not permit contributions to the Unemployment Trust Fund
to be used for administrative purposes.
The funds to be granted to each state are to be
determined by the Social Security Board, taking into consid-
eration the population of the state, the num.ber of persons
covered by the system established in the state, the cost of
administering the particular system, and any other relevant
factors. Funds available to the Social Security Board for
this purpose must be authorized by an appropriation of Con-
gress. For the year ending June 30, 193^, the Federal ap-
propriation authorized was ^|p4,000,000, and for fiscal years
thereafter is set at ^49,000,000.
A state to be eligible for Federal grants for ad-
ministrative purposes must have a state law approved by the
Social Security Board. It must have methods of administra-
tion approved by the Board in order to insure full payment
of benefits when due. Payments of benefits must be made
through public employment offices or other agencies approved
by the Board. Provision for an impartial tribunal for the
hearing of cases in which benefit is denied must be made in
the state law. Also, in order to receive these grants, the
state is required to make reports containing such information
•-p .
^
'
.
;-.
-^0oon8 'Xfuf^'tul -toA XaiobS, »ri^ ^vaof^A
‘^..V‘ '‘. mV' *T ^ fj^ - .
,., ^
-£« ocf rioliiw riiJiTT abm/l"ld s^hb^s X<^ nol^sIaisBl* o^tBia ees*
W3l srtT .noXiaCai^^r saflArti/erri J'ass^oIcTiflafxJi/f ^iet^lt •xo:t8inXm 'if-
^ , - a*- -w :i.
- JE)fnj'=I ^sk'iT .trafTryolcmenU arii o<f .saclSudJt'i.tCiC^ Slm'teq:^ -foei 8ao£>
.a68CKi*xtfc;^ayii“3‘t^8iirtlti!i)fi^*icl baeV acf dS ^^js,
iV-i. 'i J! ** ;' -Wj Wa ^i
if
0t.
-3^
— j, - ^ P*
^ 9b*,o^ B'lB 9^eSe rfoas cJ- fcs^nsTcj^^^etf lO^J^afira/t eriT
'
^ •'ibiafioo oini >5rrl2isi y^lTiuoaE ialboB ddS ytf bsHiw'Sa’i^^b^ - ^
s- » ^ B -,->’* •-•«
-i?J
anoB'iaq to 'lednon orfd- .ask'tB to nollAl^o*! nol^a'ta
J-
-
'' ' jw »':- -r •'C'' ' ..,-ia ' ^ ,-
tb 4600 adi ,84ii4» ari4 nl barfBildaiaa ma^aya bsnevoo
.:-ttv “.r .
./*
^JnsvaXen ‘i«d4o ynM bn« ,J5S4avfi laXuoJi^'tJaq 9ri4 ^nino^Binlinha
hiBoS T^i'Sifoee XflXoofi ©rfi o4 oldaXiera abcu/'?;^ ' ^atojoat
sj . / .*
-nou'to noJt^aX'iqorcqqa na yd fc3sXaorf4i/8 <*cf ^ejLne ©soQiuq aiffd
t-m •-
-08 Xa'i6bV»l 9d4* ,0?: anuL anXfcna 'laev; «cf4 .saaTS
8039? XaoaXt *xct fcna ,000,000 , bbw bosltcrtJvB rioX48X*xqonq
^
^
'
^.000,000,9^^^ 43 496 sX 'Xe4tasi©d4
'-ba *101 84nai^i la'iafte*? *iot eldlslfa ^d oS e^aie A
eff4 vd ftavo^qqa woX 64a4e a svad’ dsutn, eeaoq'ti/q ovX^S’idaXniffli
-a'i4Binlffij:>B to afiori4ax avrrt SBvm 41 .ircacS t41'ioo«5 laiboC •M'lf
,
»4
.
,
4n9n:ya<t Hot eiuafli c4 -xab-rcTni bxfofl ari4 yd bavo^qqa flQl4
*f
'*
, .
'-^ ^
,
J i,
^4, 9b9(n ad 4803> BJltenad to a4na«ya^ %Qub nariv etltenad to
r- d?* ^ >v
A baToqqqa 09Xoiia®« rtari^o no aaoXtto inafflxoXqjae oXXdoq dso5*XXi4
arfjr not Iiml.'dX^4 I8l4^*qmi oa ict^ftoIalvoTt .Maofi ad4 yd
. _
’ to-i . * ^£jI#
Tist-i-
'
nl ebBfl: sd iBum belnab bX- Xitenad rl5Xdw nX caeBo to. s^Xiaari* *• •
• V -
adJ ,a4na*ij5 asatiS evisqa'x o4 Tab'xO'/iX .oaXA ,waX bSb&b ariX
t‘,
*. '*
' > Ji
noXXa.'TiotnX dooa ^^irtXniaXnoo eX'icqa't aalaff? o4 b«rrXopa*i aX aXaXa
-v^l d •<
Tt:
-80-
as the Social Security Board may require from time to time,
and must furnish to any Federal agency administering public
works or assistance through public employment, the name,
address, occupation, emplo 3^ment status, and rights to fur-
ther compensation of each recipient of unemployment compen-
sation. Grants to a state may be suspended by the Social
Security Board, after a hearing, if the state falls to com-
ply with any of the foregoing conditions or if it appears
that a substantial number of persons entitled to benefit are
being denied it.
Types of Funds
The Federal law permits at least four different
types of unemployment funds to be established by the states.
Combinations of these are also possible. These four general
types are:
1. Pooled fund.
2. Individual employer reserve accounts.
3. A pooled fund with merit rating.
4. A guaranteed employment account.
There has been and still is much difference of
opinion as to which of the above types of fund is the most
desirable. The straight pooled fund system is one in which
all contributions are put into a single fund and benefits
are paid out of the fund to those eligible for benefits re-
gardless of by whom they have been em.ployed. This is the
^U. S. Government, Bureau of Unemployment Compensation,
Circular No. 5, 1936, pp. 8-10.
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type of fund established In both England and Germany. A
pooled fund provides for the spreading of the risks of unem-
ployment over a whole state and benefits are in no way de-
pendent on reserves created by an individual concern. It
affords greater protection to the worker, but is objected to
by many because it results in the use of the contributions
of employers and employees with good employment records to
finance benefits paid to workers in less stable industries.
To many who believe in unemployment insurance, not strictly
as insurance, but as a mutual assistance plan, this feature
is not an objection but a desirable and necessary element of
any unemployment insurance system.
A pooled fund with merit rating is a plan providing
for lower rates of contributions to the state unemployment
fund for employers with good employment records. Its pur-
pose is to encourage employers to stabilize employment with-
in their concerns. The unemployment fund, under such plans,
is a single pooled fund, from which benefits are paid to all
the eligible unemployed within the state, regardless of the
amount contributed to the fund by the individual employer.
Separate accounts are maintained for each employer for the
purpose of permitting reductions in the rate of contribution
to those employers whose re3erve--difference between contri-
butions made and benefits paid out --has accum.ulated to a
certain per cent of his payroll. The separate accounts
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under this plan are simply a bookkeeping device for the pur-
pose of merit rating. Employees in a concern with irregular
employment may draw from the unemployment fund more than the
contributions on the part of that concern because the fund
itself is a single pooled fund. Their employers, however,
will pay a higher rate of contribution to the fund than will
employers in concerns where employment is more regular.
Merit rating is a plan devised to meet the objec-
tions of those who believe it unfair that concerns providing
regular employment bear a considerable share of the cost of
providing benefits to employees of concerns with poor employ-
ment records. It is believed, moreover, that merit rating
plans will tend to make the individual employer do all in his
power to stabilize employment in his concern.
A third type of fund nrovldes for individual em-
ployer reserve accounts. Funds under this plan are segre-
gated under the names of the individual employers, and pay-
ments of benefits are made to employees out of the funds of
their individual employers. Under this plan, a worker is
dependent upon the fund segregated in the name of his em-
ployer, and when that is exhausted, he can receive no more
benefits. This type of fund does not provide the employee,
particularly the employee in a concern with Irregular em-
ployment conditions, with as much protection as a pooled
fund.
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Guaranteed employment accounts are also permitted.
Under a guaranteed employment plan, the employer guarantees
a certain number of weeks of employment in a year.
Constitutionality of the Act
With the passage of the Social Security Ac-t in
1935, the battle for social security in the United States
was only half won, for the various sections of the act had
still to face the question of constitutionality. The Supreme
Court is given the right to make decisions, in the event of
a law being challenged, upon the question of whether an act
is within the powers granted to the Federal government under
the Constitution. There is no provision in the Constitution
either expressly forbidding or expressly allowing the Fed-
eral government to legislate on matters pertaining to social
security. The framers of the Constitution could make no
such provisions, as programs for social security were non-
existent at the time of the adoption of the Constitution.
Such a bill as the Social Security Act is dependent upon the
broad interpretation of the general powers of the Federal
government under the Constitution, and must not infringe
upon the sovereign powers of the states. The difficulty of
meeting the test of constitutionality was one of the main
reasons for providing in the Social Security Act a tax-
offset system for encouraging state unemployment insurance
legislation, rather than attempting to provide a nation-wide
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unemployment insurance law or a system providing for the
return to the states of the tax on employers through sub-
sidies to states passing unemployment compensation laws.
The constitutionality of the sections of the So-
cial Security Act dealing with unemployment insurance were
upheld by the Supreme Court in a five to four decision ren-
dered on May 24, 1937. The test case was brought by the
Charles C. Steward Machine Company of Alabama.^
Effect of the Federal Act on State Legislation
The passage of the Social Security Act, with its
provisions for a tax on employers and a tax credit for em-
ployers in states having unemployment insurance systems, had
the desired effect of bringing about the passage of such
laws. By June 30, 1937, all forty-eight states, the District
of Columbia, Hawaii, and Alaska had passed unemployment in-
surance laws that were approved by the Social Security
Board.
State Legislation
Under the provisions of the Social Security Act,
the individual states were left free to determine what kind
of unemployment insurance laws they desired. The Federal
act, as we have seen, permits several different types of
funds, and establishes no requirements with respect to such
important matters as employee contributions, state
"Monthly Labor Review, July, 1937, PP. 179-180.
^nemtoXqfBQni/,/
'a a.iJ ter son^-su
•
-j
'
,
a C.^;. !f
-dua ri^uo'xriJ"' no x&^ ^ci^ *10 B9u«lja-erirf-^Oit mi/J’S'i
Lra.;y^AT' ^-1-
’.'bubX froiJQSB8<3.7t©D ^HBai^oIqnrgnu ^rfleeaQ oS ealMe
-o8 ert^ *10 enoIioftB €wf& to* x^lIftirot^jLrrfii^anop exft
. ^ ^ V •
•Oi'
2r-
ei&w ©onanijarsX ^asmxoJqm^csD riilir jinXIsafc J^oA Xelo ^
•
, . ^ . .— .alc^jL - '^4Ja& ~ - . ,_.
-net nale 2o©Jb tiJcT o^ evil b nl itJJoO eoietqu^teri^ ^<1 bleriqxi i
idguetd bbw ecee ^sej^ eiiT*-^ .^^X^X' ,^S; no Aetefi
^
bs,
'
r*-
.BfrodsCA lo ^caaqmoO enldoBlI b»i‘s¥fed“8 .t) BsItAriO
• it . / 1. ;.
-.'i 'w * .- ^u >3 * j
'-viiWi
•no SoA
m
,
X- I * ^
^
'
•
_y-
Ic. ;^bellg
ail diXw ,ioA itiX^moee Ib1oc8 erii lo ©ajeeaficr eriT
•
,
3**
-oe tol Jlbeto xai o bao etOYoXqjso no xei a tol enolaXvctq a
"ii D '
ban! .eiaeiBX® eofiBtt/anX inett'^oXqaienu gnivad aeiPia /tX atov'olq^
rlode lo‘os*a8»«i odi ii/ocfe gnlgnltd Ic iotf^lla betleeb sfii
ioitiaia-^i .eeie^lfe ifiaXe-r.itol XX-s ,T?^I ,0C em/X. ^ . .awaX
-ft! iffe®Y,oXqoeny fcsaBjacf bed biIbbXA bna ttJjswaH .sld/nyXoO lio
- '^iXtuDBE laieoS erfi icd bevotqqe otew iarii bvjbX . e ortstua'^
•— a-.
•btaoS
liio t S ^XeiaeJ eiaig
,ioA xSt'Woae XbXdoS erfi lo enoiaivota edi tebdU
^
i'iVl
,
V *4
bnlx i«dtr enlsiteieb oi netl’ ilei otew ssisis Xat’blvibxil edi
.
•'
Xatebef erTT ^»b9tlR9b s’***-^ o^jnetbenl ifrsiPYoXqweni; lo
f /j*i b '' , T . .
Ic aeq.fi iit^telllb Xatovea ftiintoq ,neeB evArf 9W ba ,it>«
aJ
' '
'•,
-a- Oi.
JQ •' =
’T*-
_
^
*'
doi/s oi ioeaaet rfili* eineffletlx/pot on aertalXdjBiBe bnB ,&£>ni/l
eiaia ,8nciJ«dltiefco •evolrrme fc« eteiism inaitoqtaX
^
*» • * -•
-
'
""^."“Jf .oex-^TXJ.qci ,T5W .tW'.sbIVoH qodiij'’TXri^qei,|j ^ J
'
^'''--‘''0‘'-:
-85 -
eontributions
,
amoiint, duration, or employment qualification
for benefits, and waiting period. The protection afforded
the worker in the different states, therefore, varies con-
siderably.
Provisions of the unemployment laws of three states.
New York, New Jersey, and Wisconsin, are given in this study
as examples of the -legislation that has resulted from the
passage of the Social Security Act. The selection of these
three states was made in order to illustrate a system with a
pooled fund, a pooled fund with merit rating, and an employ-
er-reserve type of fund.
State of New York
^
The New York unemployment Insurance law provides
for the establishment of a pooled fund. In all probability,
however, merit rating will be introduced in the near future.
The law covers employers of four or more employees within
each of thirteen weeks, thus covering a larger group than
the Federal tax on employers, which is limited to employers
of eight or more employees within each of twenty weeks.
Excluded from coverage are employment in agricul-
ture, domestic service in a private home unless at least
four such persons are employed within each of thirteen weeks,
employment of husband or wife or minor child, employment by
any governmental subdivision, employment in any non-profit
^Social Security Board, Analysis of State Unemployment
Compensation Laws, 1937
, PP. 1^-15 .
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religious, charitable, scientific, literary, or educational
organization. Persons engaged in non-manual labor receiving
more than ^2600 a year or ^50 a week are excluded from con-
tribution basis and benefits, but are included in deter-
mining whether the employer is subject to the law under the
four-employee provision.
Contributions to the pooled fund are based on pay-
rolls at the rate of 1 per cent in 1936, 2 per cent in 1937,
and 3 per cent in 1938 and thereafter. No contributions are
made by employees or by the state.
Benefits under the plan are fifty per cent of wages,
with a maximum of #15 and a minimum of ^5 a week. Benefits
are payable in the ratio of one week of benefit to fifteen
days of employment within the preceding year, with a maximum
of sixteen times the weekly benefit amount within a year.
In order to qualify for benefits, ninety days’ employment
within twelve months or 130 days within twenty-four months
is required. A waiting period of three weeks, but not more
than five weeks, is provided by the law. Benefits are pay-
able only to persons unemployed through no fault of their
own and refusal to accept suitable employment acts as a dis-
qualification. In the case of discharge for misconduct or
loss of position because of a trade dispute, the waiting
period is extended to ten weeks. Payment of benefits and
placement of workers is in the charge of state employment
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Offices. The manager of the local state employment office
passes on claims for benefits. A board of appeals composed
of three members appointed by the governor of that state
makes decisions on disputed claims.
State of New Jersey ^
New Jersey is an example of a state having a law
providing for a pooled fund with separate employer accounts
for merit rating only. Its law applies to employers of
eight or more employees within each of twenty weeks, the
same employers who are included under the tax provisions of
the Federal act. It excludes from coverage, agricultural
labor, domestic service in a private home, employment on
vessels on navigable waters, employment for child, husband,
or wife, and by child under twenty-one for parent, govern-
ment employment, and employment in non-profit religious,
charitable, scientific, literary, educational, or humane
organizations. No exclusions are made on the basis of earn-
ings .
Contributions by employer, based on payroll, are
0.9 per cent for 1936, 1*6 per cent for 1937, 2.7 per cent
through 19^1, and merit rating from 19'^1 on. Contributions
of 1 per cent are made by employees beginning in 1938. New
Jersey is one of the few states requiring employee contribu-
tions. No state contributions are made.
^Ibid., pp. 12-13.
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The provisions of the law in New Jersey with re-
spect to merit rating are representative of the merit rating
systems adopted in the majority of states. Merit rating be-
gins after 19^1. The employer whose separate employer ac-
count shows a reserve of 7.5 to 10 per cent of payroll will
contribute 1.8 per cent of payroll; the employer whose ac-
count shows a reserve of 10 per cent or more will contribute
0.9 per cent. These lowered rates of contribution are, how-
ever, subject to the condition that contributions of less
than 1.8 per cent may not be permitted unless the assets of
the Insurance fund are twice the amount of total benefits,
and contributions of less than 2.7 per cent may not be per-
mitted unless assets of the insurance fund exceed the bene-
fits paid in the preceding year. The employer whose account
shows benefits in excess of contributions for all past peri-
ods, or for the past ten years, whichever is to the advan-
tage of the employer, must contribute to the fund at the rate
of 3.6 per cent of payroll. In this way, the employer whose
employees withdraw over a period of time more than the con-
tributions made in their behalf is made to bear a higher
proportion of the total cost of the system than the employer
with a good employment record.
Benefits under the New Jersey law are 50 per cent
of wages, the maximum being set at ^15 a week and the mini-
mum at |5 a week, or three-quarters of wages, whichever is
lower.
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The duration of benefits is limited to sixteen
times the weekly benefit within a year, or one-sixth of the
wages earned during the first four of the last five quarters,
whichever is lower. In order to qualify for benefit, the
worker must have earned total wages of sixteen times the
benefit amount within four of the last five calendar quar-
ters. The waiting period is two weeks in thirteen weeks,
with a maximum of five weeks in a year.
Workers are disqualified for benefits through dis-
charge for misconduct in the week in which discharge occurs
and in the three following weeks, in addition to the waiting
period. These same conditions apply in the case of voluntary
loss of employment and refusal to accept suitable employment.
Benefits are not paid in weeks in which unemployment is due
to trade disputes, unless the worker does not belong to the
class of employee participating in, fanancing, or directly
interested in the labor dispute.
Payment of benefits and placement of workers is
administered through state employment offices. Provision for
hearings of disputed claims by an appeal tribunal is made.
In addition, cases may be further appealed to a board of re-
view.
Payments of benefits in Nev/ Jersey begin on Janu-
ary 1
,
1939.
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1
State of Wisconsin
Wisconsin was the first state to pass an unemploy-
ment compensation law, having passed its law in 1932, three
years before the passage of the Social Security Act. The
law, however, did not become effective until July 1, 1934,
as a provision was incorporated in the law to the effect
that if a sufficient number of employers established volun-
tary plans by 1934, the law would not become effective. Bene
fits have been payable since July 1, 1936*
Wisconsin’s legislation provides for separate em-
ployer-reserve accounts. This type of unemployment plan is
usually referred to as the "Wisconsin Plan" of unemployment
insurance compensation. Under the employer-reserve type of
fund, contributions are collected only from employers and
are segregated in separate employer accounts. Payment of
benefits is made to the employee out of the fund accumulated
in the name of his individual employer. Wisconsin employers
consequently pay benefits only to their own employees.
The law has been amended somewhat since its passage
in 1932. At present, employers of eight or more employees
within each of eighteen weeks are covered by the law. Ex-
clusions from coverage are given to the following employments
agriculture; domestic service; governmental work relief pro-
jects; elected or appointed public officers; government unit
employment on an annual salary basis; teachers in private
^Ibid., pp. 22-23.
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and public schools; employment covered by an unemployment
compensation act of Congress; logging; and non-profit edu-
cational, charitable, religious, scientific, literary, or
humane organizations.
Contributions provided by the Wisconsin law are
2 per cent through 1937. After 1937, the standard rate is
2.7 per cent, with merit rating provided. Under the merit
rating, rates are reduced after 1937 to 1 per cent for em-
ployers whose accounts have a reserve of 7.5 to 10 per cent
of payroll, and no contributions are required of employers
having a reserve of 10 per cent or more. Maximum rates,
dependent on employer’s reserve, may be as much as 3*2 per
cent in 1939, 3.7 per cent in 19^0, and 4 per cent in 1941
and thereafter.
Benefits under the plan at present are 50 per cent
of wages with a maximum of ^10 if wages are less than ^25 a
week; |12.50 if wages are between $25 and |30; and #15 if
wages are ^30 or more. The minimum benefit payable is ^5 a
week.
Wisconsin s law contains a provision with respect
to duration of benefits that is not found in other state laws.
Benefit duration varies with the benefit rate. One week of
benefits to four weeks of employment within a year is given
when the benefit rate is $10 a week; one week of benefits to
five weeks of employment when the benefit rate is $12.50;
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and one week of benefit to six weeks of employment when the
benefit rate is |15 a week. Four weeks employment by a
given employer qualifies the worker for benefits.
The waiting period is three weeks per employer
within fifty-two weeks. No benefits are paid to an employee
discharged for misconduct from the account of the employer
who discharged him. ’ An employee discharged is moreover in-
eligible for benefits from accounts of previous employers in
the week in which discharge occurs and in three following
weeks in addition to the regular waiting period of three
weeks
.
An employee is ineligible for benefits while a
trade dispute is in progress in his place of employment. An
employee voluntarily leaving his employment may not obtain
any benefits from the account of the employer he left, nor
may he obtain benefits from the accounts of previous employ-
ers unless he left to accept other employment. Refusal of
suitable employment disqualifies the employee from receiving
any benefits based on past employment.
Benefits are payable through state employment
offices operated under a state industrial commission. Dis-
puted claims are presented before an appeal tribunal con-
sisting of an examiner or commissioner, and employer and em-
ployee representatives. The industrial commission may re-
view the claim.
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Wisconsin was the only state where payments of
benefit began prior to January 1, 1938* The first payments
were made in August, 1936. By July 31, 1937, a total of
#1,049,882.83 had been paid out in benefit checks to 51,619
workers, and a reserve fund balance of #24,729,627.84 re-
mained on hsnd.^
The Wisconsin plan offers less protection to the
worker than either the straight pooled fund or the pooled
fund with merit ratings. It is based upon the principle of
encouraging stabilization of employment, rather than pro-
viding the maximum of protection to the unemployed worker.
It is fortunate that only one state, Utah, has copied Wis-
consin’s pioneer law.
Analysis of State Legislation
Type of Fund
Thirty-two states, the District of Columbia, Alaska,
and Hawaii, have pooled funds with merit rating. The laws of
nine states provide for pooled funds without merit rating,
two, Utah and Wisconsin, for employer-reserve accounts, and
four combine employer-reserve accounts with a pooled fund.
In one state, Vermont, employers are given a choice of sep-
arate reserve accounts or participation in a pooled fund.
New York and Georgia, now having pooled funds, are making
^How First Job Insurance Works, Business Week, July 31, 1937,
p. 25.
All statistics were compiled by the author from the state
laws as found in Unemployment Insurance Service
.
Commerce
Clearing House, Inc
. ,
Vols . 1-4
,
I937 -1938
,
and Analysis
of State Unemployment Compensation Laws
,
Social Security
Board, 1937.
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studies of merit rating with the expectation of adopting it
in the near future.
From the foregoing statistics, it is clear that
legislation in the United States has not followed European
precedent. Both Germany and Great Britain have straight
pooled funds, while in the United States, the trend is away
from straight pooled funds, and it is likely that in the near
future, no states will have this type of fund.
It is encouraging to note that few states have based
their legislation on the pioneer system of Wisconsin, which
provides for separate employer-reserve accounts. Unemployment
compensation laws providing for such separate employer-reserve
accounts are based on the principle that the purpose of laws
in this field is to encourage the stabilization and regulari-
zation of industry, rather than to provide security for the
worker. Proponents of social insurance do not look upon such
systems as unemployment insurance as they do not provide for
the spreading of the risks of unemployment over all industries.
Workers in concerns and industries in which employment is
irregular or which are quickly affected by depressions--the
very ones who need the greatest protection against the mis-
fortunes of unemployment --in fact receive the least possible
protection under such systems. They have no claim when their
individual employers’ accounts have been exhausted. Moreover,
under our present productive system, most of our unemployment
is due to causes beyond the control of the individual concern,
and therefore the main objective of social insurance should
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be security for all employees, rather than the stabilization
of employment in individual concerns.
Pooled funds with merit rating is apparently the
form in which unemployment insurance is most acceptable to
America today, as evidenced by the fact that thirty-two
states have adopted this form and several others are consid-
ering its adoption in the near future. This type of unem-
ployment insurance fund does provide the worker with the
security of a pooled fund while at the same time it offers
some inducement to the employer to stabilize employment. The
principle of varying employers* contributions somewhat in re-
lation to employment record is not original with America.
England’s first unemployment act passed in 1911 contained a
provision permitting a refund to the employer of one -third of
his contribution for each workman he had employed steadily
throughout the year. This provision was abandoned in 1920
because it was felt that the effect on stabilization of em-
ployment was not of sufficient Importance to justify the
administrative detail necessary.
Merit rating is a subject on which there is not
general agreement on the part of proponents of social legis-
lation. vV. H. Beveridge, Director of the London School of
Economics and Political Science, an eminent British authority
on the subject of unemployment insurance, has long advocated
the adoption in England of some means of "charging industries
and employers, not in proportion to the employment given by
them, but in proportion to unemployment, or to the tendency
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of their methods to bring it about. Great Britain, to
date, however, has not introduced such methods of determining
contributions. In opposition to the point of view expressed
by W. H. Beveridge and others, Abraham Epstein, an earnest
worker for social legislation in the United States, writes:®
"Social insurance is insurance even if
not a penny of the funds are derived directly from
the beneficiaries or from industry. A social in-
surance fund is solvent even if part or all of its
funds come from general taxation. "iVhat matters in
social insurance is that the risk be distributed
as widely as possible, that those who suffer most
shall not be made to bear the heaviest burden, and
that relief be given as a matter of right in a dig-
nified and self-respecting manner. Social insur-
ance seeks not to stay in the insurance business
but to accomplish the ‘socially desirable’ things."
It is possible that merit rating systems can be
made successful. The funds collected under such systems,
however, will not amount to as much as under a straight
pooled system and thus may prove Inadequate to meet the
claims made upon them in periods of depression.
Coverage
Unemployment Insurance laws apply to employees of
one or more persons in the District of Columbia and nine
state s- -Arkansas
,
Delaware, Idaho, Michigan, Minnesota, Mon-
tana, Nevada, Pennsylvania, and Wyoming; in two states--
Arizona and Ohio--to employers of three or more persons; in
six states--Kentucky
,
New Hampshire, New York, Oregon, Rhode
Island, and Utah--to employers of four or more; in one state.
^Beveridge, William H.
,
Unemployment; A Problem of Industry,
1930, pp. 411-412.
®Epstein, Abraham, Insecurity, A Challenge to America, 1936,
p. 319.
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,
to employers of five or more; and in the remain-
ing thirty states, to employers of eight or more.^ Thus only
eighteen states and the District of Columbia have passed laws
which are broader in scope than the Federal act makes neces-
sary, for the Federal tax against which the tax credit may
be claimed is levied upon employers of eight or more persons.
Employments excluded from coverage by state acts
are in general the same as the eraploym.ents excluded from the
Federal tax--afrriculture
,
domestic service, public employment,
employment in non-profit institutions, and employment of cer-
tain relatives.
Coverage of the state laws is adequate for the pres-
ent, and it is probable that in time more workers will be
brought under the protection of unemployment insurance laws.
England in 1935 brought her agricultural laborers under the
unemployment insurance system, and it is to be hoped that some
provision v/ill be made in our state legislation to include our
agricultural labor in the future. Extension of coverage to
firms employing fewer than eight persons in those states not
already providing such coverage is also desirable, but prob-
ably unlikely in the near future in view, of the Federal mini-
mum of eight persons established for the purpose of the tax
on employers.
Contributions
Insurance funds may be provided by employers,
^All statistics were compiled by the author from the state
laws as found in Unemployment Insurance Service
,
Commerce
Clearing House, Inc
.
,
Vols . 1-4
,
1937
-193^
,
and Analysis
of State Unemployment Compensation Laws
,
Social Security
Board, 1937.
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employees, and the government. In Great Britain, contributions
are made in equal amounts by these three groups, while in Ger-
many, only the employers and employees contribute. The United
States has not, however, followed European preoedent in this
respect. The main source of Insurance funds under state leg-
islation in this country at present is contributions by em-
ployers, onljr ten states requiring contributions by employees.
The states requiring employee contributions are; Alabama,
California, Idaho, Indiana, Kentucky, Louisiana, Massachusetts,
New Hampshire, New Jersey, and Rhode Island. The contribution
of the employee is in most cases 1 per cent of wages. Massa-
chusetts and Rhode Island, however, require a contribution of
1.5 per cent after 1938, and Idaho fixes the employee’s con-
tribution at one -half of the employer’s contribution. In none
of the forty-eight states is any provision made for a contri-
bution by the state . ^ The District of Columbia, however, pro-
vides for a government contribution of |100,000 in 1938,
|125,000 in 1937, and |175,000 in 1938.®
In general the amount contributed by the employer
from 1938 on is 2.7 per cent of payroll, subject to reduction
through merit rating.® The 2.7 per cent perm.lt s the employer
the maximum tax credit offset against the Federal tax. Such
offset may be taken even though the employer pays less than
2.7 per cent because of the merit rating system, of his state.
This is possible because the Federal act provides that after
1937 additional credit is allowed any employer "who because
^Ibid.
3Ibid.
®Ibid.
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of favorable employment experience or adequate reserves is
permitted by the state law to reduce his payments."^ The em-
ployer paying less than 2.7 per cent because of the merit ra-
ting system in his state is thus permitted to deduct from his
Federal tax a credit of 2.7 per cent.
Benefits^
The amount of weekly benefits payable varies in
the individual states. Twenty-six states provide benefits of
50 per cent of wages, with a maximum weekly benefit of |15,
and a minimum of .^5 or three quarters of weekly wages, which- '
ever is less. In three states, Delaware, Massachusetts, and
New York, similar benefits are provided except that a straight
minimum is established. Minimums of $6, ^7, and ^8, usu-
ally with the qualification that the benefit may not be more
than three quarters of weekly wages, are provided in other
states. Three states, Alabama, Mississippi, and Ohio, and the
District of Columbia, specify no minimum. Wyoming, with a
maximum weekly benefit of |18, and Michigan, with a maximum
of ^16, are the only states setting maxima of other than # 15 -
Duration of Benefits ^
Duration of benefits under all the states laws is
dependent on the number of weeks of employment. In most
^U. S. Government Printing Office, Summary of Provisions of
the Federal Social Security Act Relating to Unemployment
Compensation, 1938, p. 1.
®A11 statistics were compiled by the author from the state
laws as found in Unemployment Insurance Service
,
Commerce
Clearing House, Inc., Vols. 1-4, 1937
-193^, and Analysis
of State Unemployment Compensation Laws
,
Social Security
Board, 1937.
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states one week of benefit is paid for each four weeks of em-
ployment within the preceding two years, with a maximum set
for the number of weeks of ordinary benefit possible in fifty
two weeks. This maximum is between twelve and sixteen weeks
in a year in most states, though Rhode Island sets a maximum
of twenty weeks. Additional weeks of benefit are payable in
the District of Columbia and the following twelve states:
Alabama, Arizona, California, Idaho, Louisiana, Massachusetts
Mississippi, New Hampshire, Rhode Island, South Carolina,
Texas, and Utah. These additional weeks of benefit in most
cases are in the ratio of one additional week of benefit to
twenty weeks of employment in the past five years against
which benefits have not been charged. A maximum varying from
eight to ten weeks in fifty-two weeks is set for these addi-
tional benefits. Thus in states having a very liberal law,
an unemployed worker who has been steadily employed for five
years would be eligible for approximately twenty-two to
twenty-six weeks of benefit within a year (twelve to sixteen
weeks of ordinary benefits plus eight to ten weeks of addi-
tional benefits) while in states making no provision for
additional benefits, a worker under the same circumstances
would be eligible for only twelve to sixteen weeks of ordi-
nary benefit.
Qualification for Benefit^
A wage or employment qualification for receipt of
benefits is included in the laws of almost all states.
^Ibld.
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The unemployment qualification varies from sixty days of em-
ployment in fifty-two weeks to twenty-six weeks of employ-
ment in fifty -two weeks. A common wage qualification, in
those states having a wage rather than an employment qualifi-
cation, is that total earnings in the first four of the last
five quarters shall be sixteen times the weekly benefit
amount
.
A waiting period of two weeks is required in
twenty-eight states and of three weeks in tv/enty states.
1
Disqualification for Benefit
In most states workers are ineligible for benefit
while unemployed becpuse of labor disputes.
The waiting period is prolonged in most states in
cases of discharge for misconduct, voluntary leaving, or re-
fusal of suitable work. In Wisconsin, however, where the
employer-reserve system is in effect, a discharged worker can
receive no benefits from the reserve account of the employer
discharging him. The Wisconsin law also provides for the
cancellation of all benefit rights of an employee refusing
suitable employment or voluntarily leaving his employment
unless he left to take another position. If the employee
left to take another position, he is eligible for benefits
only from accounts of employers other than the one he left
voluntarily. It is fortunate that only one state, Utah, has
modeled its Insurance law on that of Wisconsin, as such pro-
visions can be abused, and even if not abused, are
^Ibid.
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disadvantageous to the employee. An employee would hesitate
to leave the employment of an establishment for which he had
worked a long time in order to take another position because
by so doing he would lose all claim to benefits from that
employer’s reserve account.
Administration ^
In general, the administration of the unemployment
insurance is entrusted to a special unemployment compensation
commission, whose members are usually appointed by the gover-
nor of the state. State employment offices are the medium
through which claims for benefit are made. Decisions on bene
fits are made by the employment office manager. All states
provide for some form of appeal board to decide upon disputed
claims. In the case of further dispute, claims may be car-
ried to the courts, though in some states only questions of
law may be brought into the courts.
One state, Wisconsin, has been paying benefits un-
der an unemployment compensation law since July 1, 193^-
Unemployment insurance systems began operations on January
1, 1938, in twenty-one other states and in the District of
Columbia
.
^Ibid.
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CHAPTER V
COMPARISON OF UNEMPLOYMENT
INSURANCE IN GREAT BRITAIN,
GERMANY, AND THE UNITED STATES
In Great Britain unemployment was and is believed
to be to a large extent beyond the control of either the em-
ployer or the employee, and it was therefore felt that the
main purpose of unemployment insurance must be to provide
subsistence benefits as a right to the unemployed worker.
It was also felt that the cost of such benefits should be
borne not only by employers and employees, but by the coun-
try as a whole, and consequently Great Britain’s system is
a tri-partite one, equal contributions being made by the em-
f
ployee
,
the employer, and the state. In Germany, on the
other hand, the law requires contributions from employers
and employees only. Actually, the state did contribute in
the form of loans which v/ill never be paid. In the United
States, however, we find a somewhat different attitude to-
ward unemployment insurance. The tendency in this country
is to look upon unemployment as a problem of industry, and
not a problem of society as a whole. This is evidenced by
the fact that contributions are levied solely on employers
in most states, only ten states providing for employee con-
tributions, and no states providing for contributions by the
state government. This attitude is also reflected in the
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predominance of merit rating systems in our legislation. The
avowed aim of such systems is to stabilize employment by re-
ducing the contributions of firms having a good employment
record.
In G-ermany, the Insurance system is still operating
today on a relief basis, only six weeks of benefit being
granted without a needs test. Great Britain, on the other
hand, has definitely segregated insurance and relief by pro-
viding two separate sj'-stems under the Acts of 1934. The
insurance system in Great Britain provides twenty-six weeks
of benefit in a year as a matter of right based on contribu-
tions. Additional weeks of benefit, in the ratio of three
additional days of benefit for every five contributions in
the past five years, less a deduction of one day of benefit
for every eight days of benefit received, are granted.
Great Britain’s unemployment assistance system, entirely
separate from the insurance system, is a national non-
contributory relief organization providing unemployment
allowances to those in need. Through the segregation of in-
surance and relief. Great Britain has established the unem-
ployment insurance fund on a solvent and self-supporting
basis. In the United States, present state legislation has
benefited from Great Britain’s experience, and has estab-
lished insurance benefits entirely separate from relief and
welfare support. Duration of benefits under our state
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systems vary greatly in the individual states, but in gen-
eral benefits are payable for a much shorter time than in
Great Britain. Benefits in this country are under most
state laws limited to from twelve to sixteen weeks, with
some states providing additional weeks of benefit based on
employment records for the preceding five years. It is
probable that, even in the event of a severe depression, the
state insurance systems of this country will be maintained
on an insurance basis and will not degenerate into relief
systems
.
Benefits in Great Britain are intended to provide
a subsistence, and are based on the flat rate idea. The
same benefit, except for slight variations for age groupings,
is paid to all unemployed workers regardless of earnings.
Allowances for dependents, however, are made. In Germany,
provision of benefit rates at a minimum subsistence level is
also provided. Germany, however, has varied the benefits
according to wage groups, and in recent years according to
place of residence. Cost of living has therefore entered
into the determination of rates of benefit in Germany, and
is one of the indications of a relief rather than an insur-
ance system. Allowances for dependents are also given in
Germany. In the United States, both contributions and bene-
fits are based on earnings, and no allowances are made for
dependents. Most states provide benefits at the rate of
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50 per cent of average weekly wages, and in general benefits
will tend to be higher than a bare subsistence level.
In G-reat Britain, the waiting period is only three
days under the amending act of 1937 . The waiting period is
very short because few workers in Great Britain are able to
maintain themselves for any length of time if unemplo5'’ed.
In Germany, the waiting period is fourteen days for a person
without dependents, seven days for persons with one to three
dependents, and three days for persons with four or more de-
pendents. In this country the waiting period varies in the
individual states, but all states require a waiting period
of two or three weeks, benefits being paid at the end of the
third or fourth week of unemployment . The longer waiting
period in this country is possible because workers here can
survive a few weeks of unemployment better than German and
British workers. It is also made necessary because the funds
available for benefits in this country are limited through
being collected only from employers in most states.
In general, provisions with respect to qualifica-
tions for benefits are similar in the three countries. The
unemployed Individual must be willing and able to work, and
must accept suitable employment offered to him. Voluntary
leaving or discharge for misconduct Increase the waiting
period. Unemployment caused by labor disputes is not compen-
sated for by insurance benefits.
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The coverage of the insurance system varies in the
three countries. Great Britain includes under her system
practically all workers fourteen years of age and over, even
including agricultural workers since the passage of the Act
of 1935. Private domestic service, non-manual employment at
a remuneration of more than t250 a year, and employment in
government positions are the main exclusions. In Germany,
the coverage is similar except that agricultural labor is not
covered. Coverage varies in the United States, but in gen-
eral is not so inclusive as in Germany or Great Britain.
Thirty state laws apply only to employers of eight or more.
Other state laws apply to employers of one, three, four, or
five employees. A large number of workers in small establish-
ments are thus excluded from coverage under our state laws.
As the Federal tax applies only to employers of eight or more,
it is unlikely that state laws will extend their coverage very
much in the near future. Agriculture, domestic service, pub-
lic employment, and employment in non-profit institutions, are
not covered by state insurance laws.
In both Great Britain and Germany, a national
pooled fund is used. In the United States, thirty-two states
have pooled funds with merit rating and other states with
pooled funds will in the near future adopt m.erit rating. The
use of a merit rating system limits considerably the accumu-
lation of large reserves for use during periods of severe
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depreasion, and is probably not as desirable as straight
pooled funds.
With respect to the administration of unemployment
insurance, our state systems have in general been modeled
along the lines of those of Great Britain and Germany. Unem
ployment insurance is administered through the employment ex
changes in Great Britain and Germany. All of our state sys-
tems provide for the use of state employment offices in the
determination and payment of claims for benefit.
In general, the state unemployment insurance sys-
tems in the United States are not at present as liberal as
Great Britain’s with respect to coverage, duration of bene-
fits, and waiting period, but are more liberal with respect
to amount of benefits. Great Britain, however, has worked
out her system over a period of twenty-seven years, and our
state unemployment insurance systems will have to develop
gradually over a period of years.
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CHAPTER VI
CONCLUSIONS
The experience of both Great Britain and Germany
indicates that the greatest danger to be guarded against in
any unemployment insurance system is that of allowing the
insurance system to degenerate into a relief system. Great
Britain was forced to use the insurance system as a vast re
lief system during the years from 1927 to 193^ in order to
care for all of her unemployed during a period of abnormal
unemployment. The experience of those years, however, re-
sulted in the complete separation of the insurance system
from the relief system in 193'^* In order to maintain a sol
vent and self-supporting fund, and to pay benefits to in-
sured workers as a matter of right and not charity, it Is
essential that the insurance system be used solely as a.
method of meeting the problem of short-term unemployment.
On this basis, unemployment insurance can take care of ordi
nary unemployment in normal times and can take care of the
unemployed during the early stages of a business depression
The payment of large amounts of benefits to the unemployed
at the beginning of a recession in business, thereby main-
taining their purchasing power, may be expected to lessen
the severity and duration of a depression.
Unemployment insurance, however, cannot solve the
whole problem of unemployment. Even during normal times.
HP
«V
:
V
L*'’"-
.r.'c'-V
•J^ f*C-
•'v
<”=«'?>“
;, . *,t.
^ '4
’
‘
•
-' 9f'?
8 MrO I 8 U J 0 W 0 0
j Vibbi^e: fctia «i«ii'*a tfe»iO lo •onsXtaqx# arit .
• k
tjiK.7;
nX ^anXfSiB i*sn«5.
r*.
-Vj •«Wlil^'
srff siiiwoIlB to ai mo^ta^s aonB'tUBBl tnetsncolqaismi
^.-^'f. r.rfcT-.'-%'
F; - ,f«<wO .ffleJ-ete tallM s o#nX 9^ateii98a6 oi K9iexa^^»€M'w^aai_
-OT iesv c UB kbS&'c^ ooticTLi^enX ®rt.X bbu o$ fta-o'iot bbw nXBiX*i5
•
^ aoJbao iU o^ VS^jC icoTtl e-XBa^ ®«^OTtE
tsiX
X^.'tCftda to boiTLaq a sniiub bSYOl^we^ 'xari to IXA-iOt otao
i
.
^
'
V,' -
^ •
• *'
.L • ^
-o^- «'xav®v<.oxi ©eoff^ to ©ottaX'iocjx© ©ffT , jrTair\joXQfli9ftiy
BBitBVB* ©OXIBBOani Bti.3 to noXitfiTjaQdS f^ioItfJBOO OffiX fiX l>©<tXL)B
^
-Lob Bt ttla&nlBm oS 'ibMo nX nt mo.tBY.e t«iX©;i ©rf^ r.o'xt
-rfr
,
9*.
-nt o3 sxfXt^iiBd Va<r*o^ bff® ,bnut 5nX^atqif«.-.tXott’bfl4'^
©i it .^^iTCBdo Son ban Srt^^in t6 ‘idJiaai b bb B-xaJf'tow bo'wii'
H'
: ..
'
•
^-
' '
r A
0 as Yf®Xoc b©3 i; ed kb^by® soflBTtienX b/14^ Xatw xaiinosa©
i?'
.
. ^noBiYoXcr®®^!? !n*iBS-S*tcii9i to fEr©Xcfo*x(j 9(is t^clISbW‘ to Lodd'Bffl
-r y ' V
-XMo to exac BSiaJ’ neo ©oiimuani 3aficixoLcta9au .alaarf BtriS nOr
BdS to an©© flao brfB a©®!^ IfiiEicn at ^nwnMoXqmsw/ x^iaa
„ ^ '^sie fO
' '-
^.noX88©*ir»©b SBOalBinS ft to 8©s»^ xX'ib® af*X*ixib baxoXqne^
^ * ‘
.1-- © 4'^ • - ,.i3
. ,•
>'* bBY^Xqm©nxj 6i Bw^XtBCifd to cXni/ooiB ©sial to ©dT «
“
-nXaci ,«a»ftX8i;d nX noXBB9o©n fi to aqXrffT^od ©d^ ^©
ajsr
* SaaBo^jt od- baX’oaqxa ^ .•lawoq snXaario'ii/q *1X9x1^ SdXaXaJ^
“
0
^.noXeaoiqsft a tc aoiJs*ii/b baa ^^I'sevae ©d^
^ adiX avXca Xonrutio" ydevaafod ,©or.a'XwsHX
i-f :;• »'
^
^aami^ XiMiacn salitil^ aeV^ ‘.iftBmvcIqffomj to raalooiq aXodw ,43
n«. wi -- ^
-110 -
there is a considerable amount of chronic and long-term unem
ployment which cannot be provided for by insurance . Workers
who are unemployed for a long time are unable to meet the
employment or wage qualifications for eligibility to insur-
ance benefits. Harry L. Hopkins, Federal Relief Administra-
tor, estimates that we shall have a permanent body of unem-
ployed of at least 4,000,000 in this country.^ In addition,
during a depression, workers eligible to insurance benefits
will exhaust their rights to benefits during the early
stages of the depression. Some means of caring for both of
these groups outside of the insurance system is necessary.
Great Britain has solved this problem by creating a national
non-contributory unemployment assistance system which pro-
vides benefits to unemployed persons in need. In the United
States, the limitations of unemployment insurance must be
recognized, and separate provision must be made for those
who do not come under the insurance system or who have
,
through prolonged unemployment, exhausted their rights to
benefits
.
Present legislation in this country has in general
made reasonably satisfactory provisions for short-term unem-
ployment for those who are covered by the legislation. Dura
tion of benefits, in most states ranging from twelve to six-
teen weeks in a year, is quite limited, and it is to be
hoped that in the future legislation will provide for
^Hopkins, Harry L.
,
Permanent Unemployment of at Least
4 ,000,000
.
Commercial and Financial Chronicle, May 29,
1937, p. 3603.
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benefits over a longer period of time. In order to provide
longer benefit periods, it is desirable that state legisla-
tion should provide for employee contributions. This is
desirable, not only because of the possibility of increasing
the length of time for which benefits are payable, but be-
cause of the psychological effect on the insured worker. As
a contributing member of the system, the worker is more
likely to feel that unemployment insurance benefits are pay-
able to him as a right and his feeling of self-respect is
enhanced.
The coverage of our state systems is not as great
as in Great Britain, and one discouraging aspect of the sta-
tus of unemployment insurance in this country is that exten-
sion of coverage and liberalization of state legislation in
other respects is likely to be long delayed. The Social
Security Act, in order to encourage the states to enact unem-
ployment legislation, provided for a Federal tax of 3 per’
cent on employers of eight or more. It then provided for a
credit against this tax of contributions paid by an employer
to a state unemployment Insurance fund, the credit not to
exceed 90 per cent of the Federal tax. This tax-offset de-
vice, eliminating the fear of competitive disadvantage among
the states, did have the desired effect of bringing about
legislation in all states. The Federal act, however, per-
mits states to enact almost any type of legislation. It
sets no standards with respect to amount of benefits.
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duration of benefits, qualifications for eligibility, and
coverage. Therefore most states have included in the cover-
age of their systems only employers of eight or more. The
attempt to avoid placing their employers at a competitive
disadvantage with employers in other states is likely to
prevent extension of coverage to workers in establishments
employing less than eight persons.
Pooled funds with merit rating will probably re-
main the predominant type of insurance fund in this country.
Insurance systems having merit rating plans cannot accumu-
late as large reserves as those having straight pooled funds.
The fact that most states provide merit rating will there-
fore tend to prevent liberalization of insurance laws in the
near future
.
In spite of the disadvantages existing under the
present Federal and state laws, a step in the right direc-
tion has been taken. Unemployment insurance is here to stay
and undoubtedly experience in the operation of the state
systems will bring about improvements. Present legislation
has every prospect of providing successfully a "first line
of defense" against unemployment, and has fortunately been
kept free from entanglement with a relief system.
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